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RAYONIER’s ERICKSON 








Goodyear builds a giant to do a giant’s job! In 
this 10-foot, two-ton tire is enough rubber for 
320 car tires, enough nylon for 7,200 pairs of 
stockings. It’s the largest tire ever made. 


Tire for the Future to Roll on— 


The earth-mover for which this tire was designed may 


still be on the drawing board 


Why, then, has Goodyear invested a quarter-million dol- 
lars in equipment to produce this giant off-highway tire 


Simply because, in this age of prodigies, earth-movers 
of enormous size soon will be taking awesome bites of 
earth to change the face of ever-building America 
The loads will be staggering, the footing generally bad, 
the traction uncertain. So Goodyear tire research and 
engineering men are solving these problems even befor: 
builders come to grips with them 


Al Ul 


With Goodyear tires like this one, weight distribution 


GOooD,» 


MORE TONS ARE HAULED ON GOODYEA 


will be such that 50-ton loads will bear approximately 
no more heavily on the earth than would your car 


Fantastic loads will not dig themselves in. Steady trac- 
tion will move them efficiently regardless of soil con- 
ditions. And super-tough treads will fight gouging, 
chipping and abrasion to keep equipment steadily in 


service 


You might call this titanic tire a prototype —a research 


specimen 


a proof of unique tire-building ability 


But better call it just the Goodyear way of being ready 
for the future. And the future 
begins at the next tick of the clock. 


EAR 


well ahead of time 


TRUCK TIRES THAN ON ANY OTHER KIND 





The phone is at Headquarters, Stra- 
tegic Air Command. In the event of 
attack, orders would be given over it 
simultaneously to every SAC base, 
thus launching a massive retaliatory 
force against the enemy. 

To a great extent, America’s defense 
communications use the existing Bell 
Telephone network, which operates on 
land, through the air, and under the 
oceans. Today that network is so wide- 


Famed red telephone is at left. Device at right is interna! alert die! system for slerting headquarters personnel. 


This is one of the most important telephones in the free world 


A vital link in the nation’s communications network, widely dispersed for safety 


spread and diversified that the result- 
ing communications reliability is one 
of our important defense resources. 
Important telephone routes bypass 
Many different 


means of communication back each 


major target areas. 
other up. so that if one is lost another 
is available. 


The Bell System has also helped 
create communications for such vital 
defense projects as our far-northern 


Distant Early Warning radar line for 
protection from aerial attack. And it 
is at work now on communications for 
SMEWS — the Ballistic Missile Early 
Warning System. These are just two 
of the many defense jobs that we 


have undertaken. 


Swift, dependable communication is 


our business, whether to speed the 
cheerful voices of home and industry, 


or the sterner voices of defense. 


BELL TELEPHONE SYSTEM (B 
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Earthmoving...and 


The earthmoving industry is one of many that are benefiting 
from the extra high strength steels created by National Steel's 





continuing research. 


Now, for example, through our Great Lakes Steel division’s 
series of N-A-XTRA steels, the designers and manufacturers of 
the powerful earthmoving behemoths can build major new 
advances into their equipment. 


For here are the extra high strength, heat-treated steels that make 
possible lighter weight construction without sacrifice in strength, 
The steels that make it possible to design for increased payload 


NATIONAL STEEL 


> ms 





without increasing dead weight. The steels that can easily with- 





stand heavy loading and impact and retain their toughness under 
extreme operating conditions. The readily formable, easily welded 


steels. The steels that are N-A-XTRA. 


Want more facts on N-A-XTRA steels? 
For details on how the N-A-XTRA steels can help you to build new 
advances into your products, too, send for our new, illustrated 
technical brochure. Write to Great Lakes Steel Ci rporation, 
Department NSF-S, Detroit 29, Michigan. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. Major divisions: Weirton Steel Company « Great Lakes Stee! Corporation 


| NATIONAL Midwest Steel Corporation + Stran-Steel Corporation »« Ename 


pases 





p Corporation « The Hanna Furnace Corporation « National Steel Products Company 
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SIDE LINES 


WHEN most Americans 
Wall Street they 
think of the New Y 
change and the 1,110 common 
stocks listed there. But ForBES 
editors, to whom everything affect- 


speak ot 
automatically 
rk Stock Ex- 
for 
ing business and money is news- 
worthy, there is a great deal more 
to “people's capitalism the 
Big Board 


At the moment 


than 


we are referring 
to that 
ing, decentral- 
ized and yet high- 
ly organized se- 
curities 


sprawl- 


setup 
the 
To 
why 
the 


as 


known as 
bond market 
understand 
regard 
market 
important, 
ply consider this 
staggering fact 
the total value of all the stocks on 
the Big Board recently to 
just short of $310 billion, and there 
$40 billion 
worth of stocks traded on other ex- 
changes o1 But 
the total value of bonds outstand- 
ing in the U.S. came to $456 billion 
in other half a 
trillion dollars 

Who stands _ behind these 
bonds? Uncle Sam | $286 
billion in assorted issues out. Othe: 


we 
bond 
sim- 


came 


are perhaps another 


over-the-counte! 


or, words, almost 


all 


as some 


governments—and this’ includes 


everything from local school dis- 
bridges to states 
billion. Corporations 


$119.5 billion through 


and 
$50 
owe another 


tricts owe 


some 


bonds 

That’s not Hay! As full time work- 
in the financial 
vineyards we often hear it said that 


ers business and 
bonds are passé. “No inflation pro- 
tection,” goes the argument. “Every- 

Like 
far ft 


W ho 


one wants equities today 


many cliches this is ve 
being 


ry 


om 


true Evervone owns 
life insurance is investing in bonds 


hold 


nearly 


insurance companies some 
$23.4 billion worth o1 21.8 

of their assets. Insurance companies 
need the fixed incomes and assured 
redemption values that only bonds 
can give them. Our Social Security 
holds $20 billion 
U.S. government bonds, 
the total. Foreigners 
our bonds (the 


ot 


nearly 


system worth 
o!1 
7 of 
lots 


own 


of German 





Fifth Ave, New York 


a year in 


The Stock Market's Big Brother 


Bank is 
ot 
indebtedness) 


Central 
holders 


one of the largest 


short-term Treasury 
So do mutual funds 
Last 
$7 


and private investors 
all bought 
worth of new bonds 

All Kinds. What basically is a 
bond? There are all kinds of bonds 


but most of then three 


yeal 
billion 
That's not hay 


alone they 


have things 


in common: they 


pay a fixed 


amount of! inter- 
‘ry three 
twelve 


SIX ol 


months which 
must be paid (al 
bank- 


they 


ternative 
ruptcy) 
come due 


be 


certain 


and 
have to 


off 


date 


paid 
on a 
ana most 

$1000 
denominations.* 

Bon is are 

classified by the purpose behind the 
Many a title 


bonds, bonds 


come 


in 
otten 
borrowing bond 
(bridge refunding 


railroad equipment bonds, first 
mortgage) is self-explanatory. Oth- 
may little 


exXan ple 


ers require a decoding 
fol 
the borrowers good name be 


Most go. 


debentures 


Debentures, have 
only 
hind them 


like 


not 


ernment bonds 


are in that they 


are secured by prop- 
the do 
have the government's taxing pow- 
behind them 
Here to Stay 
market 


glamour 


spec if 


erty: on other hand they 


el 
While 


have 


the bond 
the 


excitement 


surtace 
of the 
stock market, bonds are darn use- 


ful 


as 


may not 


and 
individuals well 
The 


things fo 


as 


corporations obvious vir- 
tues 


them 


aside, you speculate in 
legally (see page 7) on mar- 
to make the 


anyones 


gins so thin as game 
exciting enough for 
You can laugh at the 


le cto! 


taste 
stock tax col- 
by investing in tax-free mu- 
nicipal bonds (Forses, March 1) 
You dabbl it 
bonds, which have 
vantage of both 

Or y 


road 


convertibl 
of the 


tocks and bonds 


can 
some 


ad 


ou can take a anes rail- 


income bonds 
Forses would be the last 
that the stock 
to stay But 


its big brothe: 


to argue 
market is here 
be sure, is 


market 


not 


so, we Can 


the bond 


Volume 64 
Ne. 7 





Mathematics 
for reducing 
maintenance 


budgets... 


COST OF 
APPLYING 








COST OF 
PAINT 





Look at the symbols above, indi- 
cating cost of paint vs. cost of ap- 
plication. Application runs as much 
as 10 times the cost of the paint. 
Good business practice points to the 
use of the most durable surface coat- 
ings in order to achieve long-lasting 
economy and reduce the frequency 
of costly repainting. 
What better way to turn than to 
the world’s largest paint maker ? 
CS 
SHERWIN-WILLIAMS 
PAINTS 


TRENDS & TANGENTS 


Stock prices certain to go up be- 
cause of inflation and the rising cost 
of living? Not at all, says John M. 
Templeton, a mutual fund investment 
manager. He points out that in three 
countries with relatively high infla- 
tion (France, England and Holland) 
stock prices rose by 206° the 
past 10 years. But in Germany, 
Switzerland and the U.S., where infla- 
tionary pressures were lighter, stocks 
rose by a walloping 474‘ 

* + . 

Chemical profits again will 
match those the industry compiled in 
the years before 1958. So says no 
less an authority than the American 
Chemical Society. In its startling 
announcement, the society admitted 
that chemical sales and profits prob- 
ably would reach a new record this 
year, but pointed out that research 
In the 
future, the society believes, they will 
act as a decided check on profits 

. > . 

Pittsburgh Plate Glass is enlarging 
its new Shelby (N.C.) fiber 
plant ever before finishing its cur- 
Twelve fur- 
production and four 
more scheduled to start up in 60 days 
will turn out 25 million pounds a yea 
But demand for glass textile yarns is 
the that 
work will be started right away on 
eight more furnaces to boost output 
to an annual 40 million pounds 

° “ . 

St. Lawrence Seaway still 
brought the anticipated 
Great Lakes seaports by opening them 
to blue-water shipping. Latest fig- 
ures, released by the Canadian gov- 
ernment for the month of May, show 
that loadings rose 11% for Atlantic 
and lower St. Lawrence ports, but 
dropped by 7.8‘, in the Great Lakes 

2 ° e 

Looking for work? A house-and-job 
packet is being offered by Radiation: 
Inc., a Florida electronics 
which needs 2,000 workers for its 
Port Malaba The 
is SO anxious to get them that it 
arranged with a 


over 


neve! 


costs were rising even faste! 


glass 


rent round of expansion 


naces are in 


so heavy, company says, 


has not 


boom to 


company, 
plant near com- 
pany 


has local 


housing 
new employees pri- 
in obtaining homes 


company to give 
ority 
° * ° 

American Telephone & Telegraph has 
just begun to push its earnings up- 
ward, says Treasurer L.C. May. “Ex- 
plosive” progress, he 
affected 
“and should 
future 


technological 
has only 
the big utility's earnings 
be substantial in the 
the 


phones carried 


believes, recently 


Among 


profit-boost: rs 


two-way radio 


the individual per- 


son, and long distance wave guide 
systems, which carry 200,000 voices 
on a single radio beam (vs. 3,000 now) 
and will cut costs. 

. + . 

Rayon-nylon battle for supremacy in 
the tire cord market has been com- 
plicated by Firestone Tire & Rubber 
The big tire company plans to turn 
out its own nylon filament yarn, ex- 
pects to make 15% of its nylon cord 
requirements by 1960. Though Fire- 
stone is the only tire producer to 
make such a move (it will make othe: 
synthetic fibers and resins as well), 
the rayon and nylon manufacturers 
fear it may start an industry 

6 * . 

Cigar-makers enjoying thei: 
smoking in thirty-five years. Indus- 
try leaders Americans will 
smoke some 7 billion cigars by the end 
of this year, making it thei: 
year since 1924. Average over the 
past decade: between 5.5 and 6 billior 
cigars a year. 


trend 
mildest 
believe 


biggest 


. * » 

Plastics have scored a major break- 
through in the packaging field. Ar- 
mour is switching its Gentle Chiffon 
detergent from tin containers to a 
bottle made of Phillips Marlex 
polyethylene. Armour figures the 
new cortainer will cost about half a 
cent a bottle more but counts on ad- 
vantages in weight and design flexi- 
bility. Another factor: Armour’s be- 
lief that higher steel prices are in the 
cards and will eventually eliminate 
the price advantage of “tin 
(which are made from steel) 

. 7 ° 

Chrysler, which went into small cars 
to boost its sales, probably will show 
a third-quarter deficit 
them the high 
switching plants over to the “unitized 
form of construction used in the 
cars. So far, Chrysler's President 
Lester L. Colbert has spent a record- 
breaking $350 million to tool uy 
$250 million in 1957 

+ » ° 

W.R. Grace & Co. finally 
on its mammoth ($206 
years) investment in chemi 
cals In the half of this 
despite stormy seas in the company 
shipping 
jumped by 72‘ 
most all the 
contributed to the increase 


rigid 


cans 


because ol 
Reason cost of 


new 


cashing 
millior 

seven 
first veal 
division, 
, to $1.51 a share Al 


chemical 


Grace pront 


product line 
e 2 « 

Lost money in the stock market thi 
year? the 
known analyst 
ton, to 
stocks for tax 
what 


Now is well 
market 


consider 


time, 
Harold Clay - 
out 

Reason t\ 


lowe 


Says 


swapping 
purposes 
avoid could be even 
prices later in the year as the 


See k to 


renerai 


run of investors establish 


their own losses 
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READERS SAY 


eae Records 4 Hours! 


Sm: Why all this learned worrying ° . 
about the Treasury's debt troubles, Con- —— on One Palm-Size Mailable Reel 
gress’ refusal to raise the interest on 
government bonds and Uncle Sam's 


steady loss of gold? Amazing Precision, Pocket-Size Recorder 


There is one simple step which would 


end most of our current economic head- . ] 
aches. In fact, it is embarrassingly simple Plays Back Im mediately! 
let the Administration put the country 7 : 
on notice that it is going to balance the 
budget, not with a thin and tenuous 
balance, but with a multi-billion dollar 
surplus which it would use for whittling 
down the U.S. debt 
A balanced budget can be achieved 
either by higher taxes or lower budgets 
or both. It would shore up the bond mar- 
ket. The Treasury's debt management 
problems would disappear. Foreigners 
would stop cashing in dollars for gold. 
Any other solution, such as raising in- 
terest rates, is only going to be a stop- 
ip 


—Rosert MATTHEWS 


| ae 
New York, N.Y r : , MINIFON 
Beating the Market x : . ms is SMALLEST, 
Srr: After reading your 1959 mutual . |) = LIGHTEST, 


fund ratings (Forspes. Aug. 15) it would 


seem that anybody could beat the aver- ° ; PUSH-BUTTON 


age performance of the top ten funds by 


forming a new fund, using the 500 stocks RECORDER 


. , actua. sizt 
in the Standard & Poor averages 
Peter Buscu 


thinnest j wt 1 NEW LOW PRICE 


Management & Stockholders 


Sl ee 


Str: I would like to concur with the 

pinion expressed at the end of your I've tried other types of recorders and have 
article entitled “Come Clean, Gentle- discarded them all since I learned about 
men (Forses, Sept. 15). All too often MINIFON.” Nothing can match the conven 
management still treats its stockholders ience and lightweight of this remarkable pocket 
is if they were children, consoling them size. highly faithful recording instrument.” To 
with good news while carefully with- day major industrial concerns insist that their 
holding the bad. As the actual owners of executives carry Minifon recorders on all busi 
companies in which we own stock, I feel ness trips. because Minifon is the only foolproof 
strongly that we are entitled to full dis- way to record on-the-spot information from 

closure of all results from operations. If contacts in the field 
management is to receive credit for Minifon hears everything said and forgets 
successes, it must be prepared to accept nothing—eliminates the time. labor and errors 
the blame for failures, as well of-memory that go into written reports. And a 
Wruitam T. Cocks Minifon with automatic push button controls is 
‘alif ready to take notes any time, anywhere, under 
any conditions—vyou can even “talk to it” while 
driving a car or flying a plane' For details and 


Rick's Retirement NEW LOW PRICE mail coupon below! 


San Francisco 


Str: Your recent story on Eddie Rick- 
enbacker’s semi-retirement at Eastern GEISS-AMERICA, CHICAGO 45 
Air Lines (Forses, Sept. 15) was very @) ILLINOIS, Dept. F-10 
nteresting to me. I thought it presented Exclusive U.S.A. importers 
1 good, concise look at Captain Eddie and 
the airline itself. I very strongly suspect, 
however, that Rickenbacker does not : 
ntend to turn over control of Eastern : ‘ Nome 
to anybody Rickenbacker may devote 
less time to the operational side, but, Name of Compony 
as his former executives will attest, he is 
» strong-willed individualist who could 
never be second man in any corporation City Stote 

—JOHN MARTIN 


Please send me completely illustrated bro- 
chure on the MINIFON recorder 


Address 


New York, N.Y 
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‘Absenteeism is low... 


productivity is high... 


since we built our plant here... 


in the Land of Plenty” 


they take pride in doing a full day’s work for a 


A typical plant, in the six progressive states 
served by the Norfolk and Western, reports absen- 
teeism of 1.8% vs. an industry average of 5%. 
Another reports labor turnover of less than 1%. 

Moreover, employees in this territory are 
vigorous, and have a much better than average 
record of productivity. Mobility of population 
is well below the national average. 

There are reasons. These people are home- 
rooted. Their jobs are important to them... . 


day’s pay . . . they are alert, quick to learn,and 
dependable. Of the many advantages the Land 
of Plenty offers new industry, the people are 
among the most compelling. 

Let us tell you more about these home-rooted, 
willing workers in Norfolk and Western territory 

. and the things that create stability and 
staybility and make a man or woman say: “This 
is where I want to live.” 


Phone, Wire, Write 





west 
VIRGINIA .* 


KENTUCKY 





NORTH CAROLINA 


L. E. Ward, Jr., Manager 

Industrial and Agricultural Dept. 

Division FB-855 (Phone Dlamond 4-1451, Ext 
Norfolk and Western Railway 

Roanoke, Virginia 


474) 


orpotk... Weste re. 


RAILWAY 


FORBES 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


“SUPERMAC” VS. THE MEN WHO WOULD TURN THE CLOCK BACK 


LONDON—Britain is caught up in all the excitement 
and ritual of a general election, an election which will 
determine who will rule our closest ally for the next five 
years. On the surface, the Conservatives seem to have 
little to worry about. The bookies, according to the 
London papers, are laying three-to-one on Macmillan 
and the local Gallup poll points to a Conservative margin 
of some 3° over their Laborites foes 

Certainly “Supermac,” as both friends and foes have 
dubbed Prime Minister Harold Macmillan, would win any 
popularity contest against Hugh Gaitskell, his brilliant but 
Laborite 
thought up the term “Supermac” to poke fun at Mac- 


colorless opponent. A _ Laborite cartoonist 
millan’s reputation as a cutter of political and economic 
Gordian knots. But such was the popular appeal of the 
Queen's First Minister that the slogan boomeranged, has 
become almost a term of affection among millions of or- 
dinary Britons. 

Nevertheless, politically sophisticated Londoners tell 
me that they look for a possibly close contest. They feel 
that the outcome depends in large part 
on three as yet unanswered questions 
The unknowns: 

1) Will ten million trade union members 
vote for the Tory-run prosperity which 
has made them for the first time in history 
proud possessors of such middle class 
comforts as TV sets, refrigerators and 
(Tory slogan: “You're having it 


cars? 
good. Have it better! Vote Conserva- 
tive.”) Or will they 


loyalty for their trade unions sway them 


allow traditional 


to vote Labor? 

2) What will be the effect of the Lib- 
All but moribund after 1930, 
the Liberals have made a promising come- 
Not a third 
party in the sense that it swings a mass 
vote, the Liberal Party nevertheless has 


eral vote? 


back in the past few years. 





an appeal to dissatisfied intellectuals. Thus 
the big question is: Will the Liberals grab credit - 
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the New Statesman 


more votes from the Tories or from the Socialists? 

3) Can Gaitskell in the few days left to him make the 
kind of favorable impression on the public mind needed 
to offset Macmillan’s “old shoe” sort of popularity? Mac- 
millan’s untidy Edwardian clothing, his bushy moustache, 
his leg shattered in World War I trenches all add up to 
the kind of image that appeals to Britons of all classes 
Gaitskell, by contrast, is a little too intellectual, a hard 
man to caricature and a hard one to dramatize. To the 
working man he is “not one of us.’ 

These, then, are the factors which will probably swing 
the marginal percentage of the electorate, the borderline 
voters who make the difference between victory and 
defeat in a two-party system like Britain's. But what are 
the issues at stake? 

It is easy enough to say that there are no basic issues; 
that the Tories have embraced the welfare state as warmly 
as the Socialists. Or that Hugh Gaitskell, a right-of-center 
Laborite, is a moderate, sensible and responsible man. Yet 
the fact is that there is a good deal at stake—firstly for 
the 51.5 million inhabitants of the United 
Kingdom and secondly for the U.S. Con- 
servatives and Laborites may be agreed 
on general welfare goals, but there is a 
world of difference in the ways the two 
groups propose attaining them 

The Conservative approach has been 
clearly demonstrated in the past few years 
Basically, the Tories have tried to achieve 
economic expansion by encouraging free 
enterprise; this has meant broadening in- 
centives, doing away with subsidies and 
controls It has involved shutting off in- 
flation by allowing high interest rates at 
the cost of the cheap money so dear to 
Leftist hearts 

Gaitskell and his supporters sniff at all 
this as laissez-faire. Perhaps so, but it has 


Look at the 


has been restored in the pound; the aver- 


worked esult confidence 


age Briton is enjoying the greatest pros- 





perity in history; the cost of living has pretty well stopped 
rising. Even credit for the growing number of super- 
markets which have helped bring down the cost of food 
in Britain can be claimed by the Tories; it was their 
lifting of the requirement for construction licenses which 
enabled capital to flow into the supermarkets. 

Understandably, the Tories are running largely on this 
record. What about Labor? Gaitskell has responded by 
offering a thick slice of pie-in-the-sky. He has promised 
to increase old age pensions, boost British aid to under- 
developed countries, widen educational opportunities, put 
bathrooms in houses that don’t now have them and do 
away with social distinctions. Naturally he is going to do 
all this and cut taxes, too, for the working class. 

No one can blame Gaitskell and the Socialists for mak- 
ing campaign promises. What worries my British business 
friends, however, are some of the ways he proposes carry- 
ing them out. Gaitskell says he would raise inheritance 
taxes, put stiffer taxes on large incomes (already as high 
as 88.75% on incomes over £15,000). Rent controls would 
be restored. Increased controls would be in store for what 
Gaitskell calls “those 500 large firms which dominate 
British industry.” Nationalization would again become a 
threat. Some of Gaitskell’s specific proposals in his own 
words: 

since the Communist Government of China 
is the government of China, we should... give it 
the seat in the U.N. still 
occupied by the Chi- 
nese Nationalists. 
“The Labor Party . 
believes that govern- 
ment intervention is 
necessary if we are to 
have the expansion in 
wealth which is tech- 
nically possible 
we intend to re- 


nationalize steel and 


oe ne long distance road 
haulage . we have also reserved the right 
to transfer other industries in whole or part to 
public ownership.” 

All this, of course, has a familiar ring. Nationalization, 
cheap money, controls and subsidies were just the things 
Labor tried when it was in power from 1945 to 1951. In 
the process the Socialists nearly ruined Great Britain 
bringing down upon it inflation, a loss of confidence in the 
pound, a rash of strikes and a deterioration of produc- 
tivity standards in British industy 

Socialism, even in its watered-down British form, didn’t 
It has not worked anywhere. Yet the 
British Labor Party talks of turning back the clock to 
1946. The real underlying issue appears to be simply: Will 


work last time 


the British people choose “Supermac” and his time- 
tested, if not necessarily glamorous, policies? Or will they 
give Labor another chance to bungle with its outmoded 


and thoroughly discredited experiments? 


10 
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WAR & POLICY 


What is the basic U.S. military strategy? 
war has long since been discarded as a genuine alterna- 
tive. We have also given up any foolish idea of trying 


Preventive 


to match our Chinese and Russian opponents in the num- 
ber of footsloggers. Instead we seem to have fallen 
back on the theory of the deterrent, of the sheathed but 
at-the-ready A-Bomb and H-bomb. 

Is this policy enough for today’s complex and dan- 
gerous world? Early this summer this writer (ForBEs, 
June 1) pointed out that we had dangerously neglected 
our ability to fight limited wars. The result is that we 
have had to deal with even small crises with the weapons 
of the total crisis, we have had to march frequently 
to the brink of holocaust. 

Last month the Princeton University Press brought out 
an important book bearing on this subject of basic defense 
strategy. Entitled Strategy in the Missile Age,” it is 
written by Bernard Brodie, a leading civilian expert on 
military strategy and a staff member of The Rand Corp 

Dr. Brodie does not take the easy way out by saying 
that war is “unthinkable” in the nuclear and missile age 
He recognizes that there are tinderboxes all over the 
globe which may set off total war whether anyone “wants” 
it or not. That being so, says he, it behooves us to have 
a military policy that will give us the limited means to 
meet limited threats as well as total means to meet total 
threats 


Dr. Brodie 


now have such a total military strategy 


observes that this country does not 
fitted to the 
present day. A nation, he points out, can no longer count 
on “bumbling” through to victory as it often could in the 
past. Neither the submarine nor the tank proved over- 
whelmingly decisive in World War I because things 
moved slowly enough to give the other party a chance 
to catch up. The slow-starter wouldn't be so lucky today 
Writes Dr. Brodie: 

“We know from even the most casual study of military 
history how fallible man is in matters concerning wal! 
and how difficult it has been for him to adjust to new 
weapons [But] almost always in the past there 
was time for the significance of the technological changes 
to be learned and appreciated. Such time will not again 
be available in any unrestricted war of the future.” 

In other words, when war comes it will be too late to 
prepare for war. Dr. Brodie follows up with a well- 
thought-out program for a well-balanced military policy 
to meet the practical dangers, and with some highly rele- 
vant observations on how much defense we can “afford.” 

It is not a comforting book that Dr. Brodie has written 
It is not an easy one to read. Nor does this magazine 
agree with everything it says. But this is a book which 
no one can ignore who is concerned about the problems 
of U. S. survival in a dynamic and uncertain world 


*409 pages: $6.50 
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thing ...“‘week-end” investing quite another. And with all due respect to the golfing world, 


we venture to suggest that lining up your securities properly may be a good deal more 


complex than dropping that putt next Saturday morning 


Investing important sums of money really isn’t a job for amateurs or part-time experts. It’s 


a demanding full-time assignment for a qualified team of investment “‘pros’’. 


And that, in an oversized nutshell is what our Investment Advisory Service offers you. This 
is a complete, continuing management and custodian service, at a fee that is moderate and 
usually tax-deductible. Your securities remain under the surveillance of a staff of experts in 
security management, analysis, and research. Our booklet, ““How to Get the Most out of 


Your Investments” will be sent to you upon request. Just address: 


FIRST NATIONAL CITY TRUST COMPANY, Dept. N, 22 William Street, New York, N.Y. 





Another Allis-Chalmers advance in electric power equipment 


King size condenser chills 
million pounds of steam an hour 


You're looking “through” the world’s largest 
single-shell steam condenser, built by Allis 
Chalmers for Commonwealth Edison of Chicago 
After the energy of the steam is used up driv 
ing a giant power-generating turbine, it billows 
down over 166 miles of water-cooled copper 
tubes where just enough heat is removed to 
condense it back to water. In a modern power 








plant, up to 98 percent of the steam is used 
Over and over again this way to make power 
This record-size condenser typifies the invest 
ment in larger, more efficient equipment that 
electric utilities everywhere are making 

insuring the full Housepower and Plantpower 
a growing America needs to live better elec- 
trically. Allis-Chalmers, Milwaukee 1, Wis. 


ALLIS-CHALMERS 


POWER FOR A GROWING WORLD 
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THE TORTURED FIBER OF RAYONIER 


Can Tyrex hold the road for rayon? Has cellophane a clearer 
outlook than polyethylene film? How reliable are overseas mar- 
kets? Will improved rayon fibers capture cotton’s kingdom? The 
answers to these questions will determine whether Rayonier’s Rus- 
sell Erickson finds himself at the top of the heap or out on a limb. 


fo aN intent group of Japanese busi- 
nessmen in a Tokyo hotel last month, 
a benevolently proportioned Ameri- 
can with a rumbling voice and a 
never-cold pipe delivered a_ badly 
needed pep-talk. “We are more con- 
fident he affirmed, “that 
the cellulose fiber industry is on the 
threshold of a great new advance.” 

His audience of rayon makers, still 
shaken by last year’s shocking fall 
in Japanese rayon exports, found in 
his words a welcome reassurance 
Quick to follow up his effect, Russell 
F. Erickson, 49, in his new 
salesman-extraordinary, as well as 
president of Rayonier Inc.,*  pro- 
ceeded to make a pitch for his com- 
pany. “Rayonier has specialized for 
many years in chemical cellulose,” he 
pointed out, “and it may be said to 
have gained some unique skills 
abilities in that field.’ 

The Missionary. In just such forays, 
Erickson has lately emerged in still 
a third role as chief revivalist to the 
rayon industry. Actually Rayonier it- 
self makes not a pound of rayon. Yet 
his concern with that fiber is virtually 
identified with his concern for Ray- 
onier itself. For rayon, in the form of 
cord or textiles, is the end use 
than half of Ray- 
onier’s main product, chemical cellu- 
which 
80°. of its business 


than ever,” 


role as 


and 


tire 
tol more one 
itself accounts for some 
Thus as the No. 


Pne salesman of the world’s largest 


lose, 


chemical cellulose producer, with one 
fifth of existing capacity, Erickson is 


also a premier missionary for rayon 


In Traded NYSE 

Price range (1959) 

Dividend 1958) 50 Indicated 
Earnings per share 1958 

$201.4 million. Ticker svm- 


Recent 
high, 303, 
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The Japanese are already well sold 
Able to 


pounds of 


and on Rayonier 
produce one billion 
lulose-based 


on rayon 
cel- 
annuaily, Japan 
is the main supplier of rayon textiles 
to southeast Asia and in a good year 
may take up to 120,000 tons of Erick- 
cellulouse. But Eriekson has 
another and particularly 
concentrate ol! 
onier to the 
year, a 


fibers 


son's 
good rea- 


Ray- 


next 


son to selling 
Japanese. Early 
brand-new Japanese-owned 
chemical cellulose pulp mill will go 
on stream at Sitka, Alaska. Not only 
will this pose a sharp threat to Erick- 
son's markets in Japan, but it will add 
120,000 
industry already floundering in huge 
overcapacity. By the beginning of 
next total North American 
cellulose capacity 


tons a year potential to an 


year, 


chemical will ap- 


RAYONIER’S ERICKSON: 


there was no 


choice but 


proximate 1.9 million short tons (a 
short ton equals 2,000 pounds), where- 
as estimated North American demand 
next likely to run 
beyond 1.4 million short tons 

Spreading the Gospel 


mous 


year is not much 
It is this enor- 
that has 
engineer by 


overcapacity 
Erickson, an 


caused 
choice, to 
salesman’'s satchel in 


take up the 
mid-career. When the decisions were 
made that have led Rayonier to spend 
$150 ex- 


pansion postwar, it was Erickson who, 


some million on enormous 


as vice president in charge of plant 
and engineering, did the 
Under his hand 
great 


building 
came into being the 
plant at (Ga.) 
which boosted Rayonier's capacity by 
200,000 tons of high-grade cellulose a 
year. In all, it 
production 


twin Jesup 


brought Rayonier’s 
including all 
B00 000 


third 


capability 


grades of cellulose, to about 


tons a year, oO! than 
total North American 
Just looking at the 


demand and supply 


more one 
capacity 
gap between 
it's obvious that 
anywhere neat 
Ey 1¢ kson 
some of his rivals out of 
find ways to boost the 
for cellulose To 


last 


to operate capacity, 


Ravonier’'s must eithe put 


business ol 
total demand 
have operated at 


capacity year, Rayonier would 


— 


4ERIAL VIEW OF JESUP MILL: 


to expa nd 








GREEN GROWTH 


Rayonier owns one million acres of 
woodlands in Washington, Florida 
and Georgio and has an equity in 
British Columbian forests. It carries 
them on its books at $41 million. But 
Wall Street estimates the market 
value of Rayonier's standing timber 
at well over $250 million. This would 
make the potential book value of a 
Rayonier share, allowing for pos- 
sible capital goins toxes, worth 
nearly three times their stated valve. 














have needed to produce more than 
one out of every two tons produced 
in North America 
duced only about one out of every 


As it was, it pro- 


three tons and operated its mills at 
52°. of capacity. Thus it is no wonder 
that, of the 2% of sales which Erick- 
son regularly spends on research, the 
greater part of the funds goes to fi- 
nance the search for improved cellu- 
losic textile fibers. 

Halcyon Days. If hard selling is a 
new art for Erickson, it is a revolu- 
tionary for the 
industry as a whole. Until 
had to sweat to sell a 
“We didn't sell cellulose,” 
recalls Erickson, “we just allocated it.” 


experience cellulose 
1957, no- 
body ton of 


cellulose 


Nevertheless, cellulose producers have 
had their hard knocks before. Back 
in the 1930s, their main end-product, 
rayon,waged a bitter battle with nylon 
for the big lingerie market. Rayon 
lost, but promptly found something 
it could lick in cotton 

What rayon lost to nylon, it made 
up taking away a part 
of cotton’s market in and fur- 
nishing fabrics, and above all in tire 
So over-all 
on 


for by great 


dress 
cord demand 
went 
cellulose 


for rayon 
World War II, 


derivatives 


growing. In 
and were 
strategic materials, and after the wai 
civilian demand 
tate textiles 
duction to 
templated 


its 


and 
cellulose 


for rayon ace- 


boosted pro- 
levels before con- 
That Rayonier's fat 
decade. Though it had some setbacks, 
between 1947 and 1955 sales climbed 
magnificently from $50 million to $142 
million 


It was 


never 
was 


then that Ravonier went in 


for its most ambitious expansion. 
“But what else should we have done?” 
asks Erickson. “Not enough cellu- 
lose was being made in the higher 
grades, and some of our best cus- 
tomers, including Celanese and 
American Viscose, were increasing 
their captive production.” In any 
case, it seemed safe enough. Between 
1946 and 1953 demand for cellulose 
capacity had kept comfortably geared 
with supplies. Capacity had roughly 
doubled from 624,780 tons to 1.2 mil- 
lion tons by 1952, production had 
grown from 588,136 tons to 1.1 million 
tons. 

Crisis of Faith, Yet even the most 
thorough skeptic as to coming demand 
would have had no choice but to in- 
vest in more capacity. “Another, and 
controling force was at work,” Erick- 
son recalls. “Major changes in tech- 
nology required the construction of 
entirely new plants.” Ever since rayon 
had been ousted by nylon from the 
lingerie market, research chemists at 
Rayonier and had 
working steadily to improve rayon 
fibers. By the early 1950s, a break- 
through was in sight. Vastly upgraded 
fibers, such as those which later be- 
came Tyrex, had been made in the 

But to 
quantity 
supplies of a_ high-grade 
than produced in existing 
mills 

This threw 
the industry into high gear 
the other major producers,” 
Erickson, “had build great 
new plant capacity to make improved 


elsewhere been 


laborato: es. make these new 


textiles in required large 
cellulose 


could be 


throughout 
We and 


expansion 


says 


now to 


cellulose regardless of the need for 
new capacity per se.” 

general challenge to 
was a 


If this was a 
the industry, it challenge to 
Rayonier in particular. The men who 
led Rayonier were accustomed to read 


challenge as opportunity, and they 


Rae VS 
WMANUFACTURING CHEMICAL CELLULOSE: 


half 


a 


did not balk at the size of this one. 
Nor, faced with a choice that was no 
choice, could they shrink from its 
implication: shouldering a new debt 
load of backbreaking proportions. 
In 1950 Rayonier’s balance sheet 
showed a gross property account of 
just $65 million, a modest $10 million 
in long-term debt. But by the end of 
1957, when its long-range expansion 
program was substantially complete, 
Rayonier’s plants and woodlands were 
carried at $230 million, and its long- 
term debt had blossomed tenfold to 
$100 million. 

A Special Cross. Such a sum in debt 
is no light burden company 
whose total assets run to barely 
double that figure. To Wall Street it 
was little less than alarming. But 
Erickson feels differently. “I love 
that debt,” he rumbles. “Look at the 
leverage it gives us!” It has 
brought a considerable transforma- 
tion in Rayonier. Out of it came Ray- 
onier’s $50-million twin mill at Jesup 
reputedly the efficient in the 
industry. It also gave the means to 
modernize Rayonier’s older plants, 
to add several hundred thousand acres 
of woodlands and to acquire the 
sizable Alaska Pine & Cellulose com- 
pany 

Moreover, the terms were 
cent. No repayments are due the 
334° held by the Prudential 
Insurance Co. before 1966, and afte 
that payments will come to no more 
than $5 million a year. Nevertheless, 
the anxiety felt by some Wall Street- 
towards Rayonier’s debt is not 
altogether baseless. Though in a good 
year like 1955 Rayonier can earn 20c 
on every $1 of invested capital, in a 
poor year like 1958, when Rayonier’s 
total dropped to than one 
quarter of what it had been in 1955 
it earned just 4c on its investment 
dollar. 


for a 


also 


most 


magnifi- 


on 


notes 


ers 


net less 


million tons hung 








“BOOM BOAT” AT LOGGING TIME: 


every dollar’s 


The Dark Wilderness. This is certainly 
the weakest point in Rayonier’s finan- 
But, on the 
hand, 1958 was probably the 


cial foundation other 
weakest 
point in Rayonier’s financial history 
Says Erickson 


the 


“In the past two years 


industry has gone through its 
most 


1930s 


new 


drastic readjustment since the 
The industry-wide program of 
with de- 


construction coincided 


clines of demand in various markets 
for cellulose, thus compounding the 
unfavorable results.” 
“As the 
felt the full impact.” 

What Erickson 


adjustment” 


Adds he wryly 


largest producer, Rayoniet 


calls a “drastic re- 


was in fact a year of 


crisis for the cellulose industry, and 
for this the recession was only partly 
The truth is that the capac- 


ity the industry had been building up 


to blame 


so enthusiastically since the 1940s got 
hand in 1957 1958 
530,000 tons ahead of de- 
That meant that the industry 
last year could have produced almost 


out of and in 


ran some 


manda 


half again as much cellulose as it did 
1.2 million tons) 
was no sudden storm 


(the actual figure 
This 


of crisis 


however 
It had, in fact, been build- 
ing up since 1952, when capacity first 
got significantly ahead of demand 
1.2 million tons to 1.1 million tons 
Yet it was a warning difficult 
to heed. As Erickson points out, com- 
and the 
keep adding to 
Damned, in short, if they 
did, damned if they didn’t. Rayonie 
itself $150-million program 
inderway. 


storm 


petition technology forced 


producers to 


mayjot 


capacity 
had a 


Yet year by year, the gap between 
capacity and production, a fairly close 
index of actual consumption, grew 
wider. Even when output peaked out 
at 14 1955, 
still kept growing to 1.6 million tons, 


then 1.8 million tons last yea 


million tons in capacity 
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Lonely Eminence. Th: 
the final push to this t 
Cellulose 


industry 


demand | pped 

found itself fa 

Furthest 
Ericksor 

its commitn 
North Am«e 


International 


crea k \ limb 
Ray oniel tor 


unique In 


ompany 
ellulose 

Its biggest 

to! 


competi- 
hardly 
though 
500.000 tons 

Yet 
than 14 


Paper, is 


known asa cellulose 3) mucel 


it has « apacity tor ove 


(against Rayonier’s 800,000) 


lulose accounts 


cel 
for no more 
of International's business 
ce llulose 


170,000 


Next largest producer ol 
Procter & 


tons ol 


is Gamble, whose 


capacity IS a 


Next 


and Ce lanes 


cellulose 


minor! 


factor in its huge sales 


come 


American Viscos¢ both 


integrated rayon and 
Wey el haeuse! 
products company 

Thus the 
Ericksor 


presidency 


producers 
essentiall timbe 
risis ynfronted 
when he re: tayonier’ 
last vear w 


With the 
capacity, its 


leled proportions industry s 
efficient 
reserves 
market for only half 
ty Quarterly 


dropping 


greatest most 
mills, the 
Rayonier 


its produc tive 


fifth largest forest 
had a 
Capa‘ 
earnings Ww hich had beer 
since 

1958's 
In the 
earned 
but 


mid-1956, scraped bottom in 

March share 
same had 
70 had no choice 

We 


mills he 


quarter at Yc a 
quarter of 1956, it 
E: ick Sol 
to take drastic actior shut 
olde: 


and concentrated production in 
efficient 


down two of ou! says 
oul 
most mills, capable of pro- 
ducing the highest grades of cellulose, 
which 

Drastic as 
enough to staunch the outpouring ol 


tne 


were in strongest cde mand.” 


this was it was still not 


Rayonier’s strength In June 
snare, 


Even 


er be 


quarter Rayonier earned 13 


in the September quarter, 10 


in a reviving economy, De 


quarter earnings, at 33c a sha were 


still less than half the 69c Rayonier 
had earned in the 1955 period 

Inner Strength. Yet the remarkable 
thing was that there were any earn- 
ings at all, instead of outright deficits 
Idling along at a mere 52°; of capac- 
ity, Rayonier’s mills were still turn- 
A small one it 
than tourth what it 
1955—but still a 
Erickson, he 
evidence 
“Actually -— Si s we 


money 


ing a profit was to be 


sure less 
had been in 
This, to 
possible 

fiber 


make 


cut 


one 
proht 
strongest 
basic 
could 
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yoniers 
evel I ‘ i We was 
timbe: 
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THE JAZZ AGE: 


an era when she wore rayon 


“We believe that for many years to 
come it will offer us one of the most 
profitable markets into which we can 
put our wood resources.” 

The True Believer. The strongest pil- 
lar of this faith is the vast improve- 
ments made in rayon in recent years. 
“There is just no comparison be- 
tween rayon as it is now and what it 
was in the Thirties,” he declares. “I 
don't think they could make it that 
bad now even if they tried.” 

As just the most visible example he 
points to Tyrex, the rayon tire cord 
developed jointly by a group of rayon 
makers to compete with nylon tire 
Erickson is frank to admit that 
the success of Tyrex is 
small way to the 
advantages it has over nylon cord 
But he insists that rayon now 
has a definite superiority in high tem- 
perature strength which will give it 
a competitive edge over nylon cord 
even without price advantages 

Tyrex, as Erickson tells it, is just 
one visible hint of rayon’s still un- 
exploited potential. In Rayonier's re- 
search labs already, he claims, there 
are cellulose-based fibers and textiles 
which match the best cotton shirting 
and sheeting. This, of 
cotton’s traditional preserve, 
never yet seriously challenged by any 
other fiber, natural or synthetic. And 
it is a vast Compared with the 
$300-million-a-year tire cord market, 
the whole broad-woven cloth 
market is worth at least $2.5 billion 
“Just think,” 
only 10°, 
cellulose.” 

The Longer View. A calm and un- 
hurried man, Erickson likes to lean 
back and watch his pipe smoke drift 
But he is also hardheaded 
base his plans on pipe dreams about 


col d. 
due in no 
substantial price 


cord 


course, 1S 

one 
one 

cotton 


“what 
of that market would do for 


says Erickson, 


no man to 


16 


what might happen “if Skeptical 
of guesswork, he likes to look at cool 
statistics straight. Department of 
Commerce estimates are that by 1963 
cellulose production will have caught 
up with today’s capacity of 1.8 million 
tons. But that capacity itself is ex- 
pected to grow to no more than 
1.9 million tons. If so, it will take the 
cellulose industry the next four years 
to get back in trim. Erickson regards 
the survey as perhaps optimistic, but 
heartening. “This forecasts an aver- 
age increase in usage of about 10% a 
year,” he comments. “But even if you 
cut that in half, it still is an attractive 
growth pattern.” 

Though it offers the greatest outlet 
for Rayonier’s product, rayon is not 
the only avenue of growth Erickson 
sees for cellulose. Cellophane, which 
now takes 8% of Rayonier’s cellulose, 
has been in a strong uptrend for a 
and last year’s 400 
pounds output was 
1949 production. Despite sturdy com- 
petition from polyethylene film, Erick- 
son thinks that cellophane has enough 
advantages as a packaging material to 
keep on growing. One very important 
advantage: it work in 
wrapping where 
ethylene film cannot be used 

In non-woven textiles Erickson sees 
another growth line. “Due to certain 
findings,” he darkly, 
“we are in a_ particularly advan- 
tageous position to participate in this 
growth field.”” Non-woven textiles, he 
estimates, will reach the high volume 
of 100 million pounds this yea 

Wherever Rayonier’s growth ave- 


decade, million 


close to double 


will bread 


machines, poly - 


research says 


nues lead, they all have a common 
beginning in Rayonier’s forests. This, 
as Erickson sees it, gives Rayonier an 
“inherent flexibility’ which makes it 
anything but the “one-product com- 


RAYONIER LOG 


TRAIN ON ROUTE TO MILL: 


pany” it often is said to be. “Why, we 
make 36 different types of cellulose 
pulp alone,” retorts he, “and we have 
a good many other ways to convert 
our wood into profitable products 
For example, we are among the three 
or four largest producers of bleached 
paper pulp in North America, and 
for nearly 30 years we have operated 
a fine paper plant serving the West 
Coast. In lumber we are a major pro- 
ducer of sawn goods and shingles.” 

The Strength to Wait. Yet it 
lulose—and rayon—that command 
Erickson’s imagination. Research de- 
and a great potential 
abroad, he believes, will restore rayon 
commanding growth position 
Particularly so because, as the least 
expensive available textile fiber, it 
distinct appeal for de- 
veloped nations. So much so, in fact, 
Erickson comments, that such 
cotton growing countries as Egypt are 
finding it advantageous to import ray- 
on at about 25c a pound and export 
their cotton at around 40c a pound 

What’s depletion in 
such regions as Japan and Scandi- 
navia will, says Erickson, restrict the 
further growth of overseas cellulose 
production, particularly of the high- 
est grades needed for better 
rayon. Thus rayon producers in both 
Japan and Europe will inevitably 
have to rely more & more on North 
American forests. That in effect 
means on Rayonier, whose vast wood- 
lands and modern plants can support 
production both in quality and quan- 
tity indefinitely 

Day of Redemption. Thus, Erickson 
the day when accelerating 
demand will dictate renewed expan- 
“When that happens,” 
“we had better 
plants ready.” 


is cel- 


velopments 


to a 


has a less 


even 


more, forest 


quality 


foresees 
sion. he says, 


have a couple of 
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were they moving to higher profits? 
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Both sales and profits broke all records for U.S. manufacturing corporations in the 
second half of 1959. Sales were almost 10% higher than the previous record (set in 
the fourth quarter of 1956); profits beot their previous record (fourth quarter 1956) 


by nearly 15%. 





Source FIC-SEC 





THE ECONOMY 


RECORD-BREAKER 


The steel strike may be caus- 

ing it to falter, but the current 

prosperity has already car- 

ried U.S. manufacturers to 

the highest profit & sales 
levels in history. 





OrriciaL figures released late last 
month by the Federal Trade Commis- 
sion and the SEC proved what most 
top businessmen already suspected: 
that for U.S. manufacturing corpora- 
tions the first half of 1959 had turned 
out to be the biggest and most profit- 
able six months in history. By ringing 
up total sales of $169 billion on the 
cash registers, the big manufacturers 
had raised thei solid 15‘ 

ahead of the same period during last 
year’s recession and a good 5°; above 
the first half of 1957, previously the 
best period on record. 


sales a 


The ring of the cash registers was 
accompanied by a merry 
cash in corporate coffers. With com- 
bined net profits of $8.7 billion for 
the six months, the manufacturers 
whopping 65° snapback 
recession and a solid $500 
million edge over the best six months 
of the 1956-1957 boom. Average re- 
turn on stockholders’ equity for 1959's 
first half: 12.5° 

Some industries, the government 
agencies reported, were still lagging a 
bit. In the second quarter of 1959 the 
petroleum _ industry 
boosting profits only 


jingle of 


scored a 
from the 


succeeded _ in 
above the 
same period in depressed 1958. Air- 
craft industry profits dropped to $54 
million in the second quarter of 1959 
from $71 million in the 
months in 1958. But manufac- 
turing industries booming. 
Among the better profit snapbacks: 
autos, up from $150 million to $592 
million; textiles, from $34 million to 
$110 million; iron and steel, helped by 
pre-strike buying, from $199 million 
to $552 million. 


25% 


same three 
most 


were 
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With the steel strike beginning to 
pinch right country last 
month, it was obvious that the same 
pace could not be kept up for the 
third and fourth quarters. But 
with strikes and tight money begin- 
ning to slow prosperity’s pace, the 
1959-1960 upsurge already off 
and running as the biggest industrial 
boom in U.S. history 


across the 


even 


was 


MACHINERY 


THE CLOUDED 
CRYSTAL BALL 


Dresser, which saw nothing 

but sunshine in its future, 

keeps running into stormy 
weather. 


John B 


Dresset 


Earty this year, President 
O’Connor of Dallas, Texas’ 
Industries* made what is rapidly be- 
coming a famous prophecy along Wall 
Street. O’Connor that the 
troubles which beset the oil industry 
in 1958 and dragged down Dresser’s 


Was sure 


own earnings to a five-year low, had 
their “Dresser, 


flatly, “anticipates a rather significant 


run course. said he 
increase in sales and earnings in 1959.” 

Drills & Dividends. But 
results of the first nine 
Dresser’s current fiscal year were in, 
O’Connor’s crystal ball appeared to 
have been than a bit 
The oil business 
booming, and oilmen not 
sitting bits 
Dresse1 
strikes at two of its 15 plants 

Even that, 
worst of it 
simply 
cover its 
time 


when the 
months of 


more clouded 


was not exactly 
only were 


drills, but 
hit by 


tight on and 


had also been badly 


however, was not the 
that 


enough to 


Dresser in period 
had not earned 
dividend. So, at the 


when many 


very 


companies were 


*Dresser Industries, Inc. Tr 
cent price: 3154. Price 
457.: low, 3034. Dividend 
cated 1959 payout: $1.80 
(1958): $2.14 Total 
Ticker symbol: DI 


ided NYSE. Re- 
range 1959 high, 
(1958): $1.95. Indi- 
Earning 


assets $201.4 million 


per snare 


boosting their payout in the wake of 
the recession, 
in the 


Dresse1 was 
direction. Its board 
of directors cut the quarterly dividend 
from 50c a share to 40x 

Up Again, Down Agair 
last month 
leased some happy news which made 
O'Connor's crystal ball look a little 
less clouded. For the fourth quarter 
(which will October 31), 
Dresser, he said, stood a good chance 
of netting no 
nearly 36 


moving 
opposite 


Then early 


a Dresser spokesman re- 


end on 


less than 72c a share 
share it 
made in the same period of fiscal 1958 
At that while not 
prophet out of O'Connor: 
would at least roughly equal its earn- 
fiscal 1958 
week later, though, it 
nip-and-tuck whether Dresser would 
make it 
tions once again had been upset, this 
time by the length of the steel strike 
Simply put, the toll of both its own 
strikes and steel’s had mounted highe 
As Executive 
President Rudolph E. Reimer 
‘The strikes have been 
expensive in generally upsetting costs, 


above the 53c a 
rate, making a 


Dresse1 


ings tor 
Just a was 


Reason: the Dresser calcula- 


than Dresser expected 
Vice 

put it very 
particularly as we had some products 
made outside, which was more expen- 
And if the steel strike 
we will be affected.’ 
Nevertheless, Reimer was willing to 


Sive goes on 


too long 


Dresser an outside chance of 
1958 “I don’t know 


you can say anything at the moment, 


give 
equaling how 


he went on, “except to give a wild 


well 


we could still equal 


guess. If things go and it’s a 
hell of a big if 
last year’s earnings 

Amid all the 
did have one solid 
hand. Its backlog has 
ahead of the $42.9 mil- 
lion in orders it had at the end of 
fiscal 1958. If the steel strike ended in 
time, John O'Connor may 
an honored 


Bounding Backlogs. 
confusion, Dresse 
trump in its 
jumped 39 


yet emerge 
prophet 


TWO IN A ROW 


After riding a fast-rising earnings 
and sales curve for more than seven 
years, Dresser started to slip last 
yeor. This year it may well turn 
in its worst report since 1953. 














PAPER 


HAPPY CYCLE? 


Paper may be what they call 

a cyclical industry, but it 

seems to be climbing into a 

long and happy ride on the 
crest of the curve. 


Avonc Wall Street, the nation’s paper 
makers long have had a spotty sort 
of record. In its boom times, few 
other industries could boost earnings 
faster than paper. 

But the papermen also had more 
than one ragged edge to their record. 
The good times seemed always to 
lead to overcapacity as the industry 
built far more mills than customers 
could possibly support. Papermen 
overexpanded in the 1920s and 1930s. 
They did so again after 1955. Result: 
by 1958 their mills operated at only 
84% of capacity, and nearly 
paper company showed a sharp de- 
cline in net. 

History notwithstanding, the paper- 
men were piling up the brick & mortar 
again last month. Since the first of 
the year, they had announced plans 
for no less then 22 major projects, all 
of which will be in operation by next 
year or 1961. During 1960, in fact, 
their total capacity to make paper will 
hit some 38.7 million tons, nearly 50°; 
more than it was as recently as 1950. 

Change of Heart. But this time Wall 
Street was not at all certain that the 
papermakers were building up to a 
tall. “It looks good to me,” says West 
Virginia Pulp & Paper’s David Luke, 
a man who measures his words. It 
appeared, in fact, that the industry 
might be entering that happy part of 
the cycle where capacity would be 
hard put to keep up with demand 
For if capacity was growing, demand 
seemed to be growing faster 

The bullish evidence 
convincing. It included the 
high earnings posted by many paper- 
men in the first half of this year and 
the testimony of no less an authority 
than the U.S. Department of Com- 
merce. By Commerce's estimate, the 
industry next must turn out 
36.5 million tons of paper from mills 
which will have a total capacity of 
38.7 million tons (see chart). At that 
Wall Street needed 
to be told that the papermen would 


every 


was highly 


record - 


year 


rate, nobody on 
of capac- 
ity. This is probably their most effi- 
cient level, roughly the same as that 
which made 1956 their most prosper- 
ous year. “I don’t look for 
says Champion Paper & Fibre’s Chair- 
Reuben B. Robertson, “but I 
expect establishment of a high plateau 


be operating at close to 95% 


a boom,” 


man 
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That means more stable 
for the 


of operations. 
conditions. It will be bette: 
industry than boom-&-bust.” 

The upswing, in other words, did 
not appear to be one which would 
keep the mills busy one year and 
idle the next. By 1965, the Depart- 
ment of Commerce estimates, the 
papermen will have to turn out 43.8 
million tons a year, a walloping 42% 
more than they made last year.” 

The Big Build-Up. At that rate, paper- 
men will have to launch a whole new 
wave of expansion just to keep up 
with demand. Smiled St. Regis’ Chair- 
man Roy K. Ferguson: “I believe this 
upward cycle is going to last longer 
than just through 1959-60. It might 
be punctured from time to time but I 
expect to see demand at 55 million 
tons in the 1970s.” 


NARROWING GAP 


A vast expansion started in 1955 put 
paper industry capacity woy ahead 
of demand during 1957 and 1958 
Result: a squeeze on profits. But the 
steady growth in demond has been 
closing the gap. By next yeor, if cur- 
rent predictions prove correct, the 
papermokers should again be oper- 
ating at a highly-profitable 95% of 
capacity. 

40/ 








Millions of Toms 











WESTWARD HO! 


Standard Oil of Indiana 

joined the oilmen’s westward 

rush last month and found 

one answer to its excess gaso- 
line stocks. 


Wuen Chicago-based Standard Oil 
Co. of Indiana* announced the ac- 
quisition of independent oil marketer 
True’s Oil Co. of Spokane (Wash.) 
last month, Standard Chairman Frank 
O. Prior quietly explained: “The move 


*Standard Oi! (Indiana) 
Recent price: 44. Price 
52',; low, 44. Dividend 
cated 1959 payout: $1.40 

1958) : $3.29. Total sets 
svmbol: SN 


Traded 
range (1959): high 
(1958): $1.70. Indi- 
Earnings per share 
$2.8 billion. Ticker 


NYSE 


has no special significance. The com- 
pany was available and the deal was 
right, so we bought it.” 

Since Indiana Standard already 
supplies every state (except Alaska 
and Hawaii) through 29,000 retail 
outlets, picking up True’s 125 service 
stations (for an undisclosed number 
of shares) was, indeed, a relatively 
small deal. But the deal’s interest 
owed less to its size than to the fact 
True’s stations are where they are 

By getting more outlets for his 
Coast-serving subsidiary Utah Oil 
Refining, Prior merely joined what 
has become a widespread trek of oil- 
men to West Coast markets. In the 
past six months alone, Humble, Bay 
Petroleum and Shamrock Oil have 
moved eagerly into the area. Other 
companies like Standard of California, 
Shell, Gulf, Texaco, Union and Tide- 
water, long established on the Coast. 
have boosted promotion activities and 
built hundreds of new stations. “In- 
creasing competition,” declared Cali- 
fornia Standard Vice President B. W 
Pickard, “is something 
pected.” 

One reason the fight for West Coast 
markets is so hot right now is the 
general glut of products. As Prior 
himself recently “The 
supply of oil products is running com- 
pletely out of hand at the moment 
We figure that gasoline stocks stand 
some 20 million barrels more than 
the industry needs.’ And these huge 
supplies threaten prices. 

For Indiana Standard, 
would add new 
started off fairly 
worse. First half 
to $2.20 a share from 
1958 period. But 
along with possible price weakness, 
lead Prior to that for 1959 
net will be only about as high as the 
$4.27 a share rung up in 1957 

Consequently, Prior’s trek 
obviously a step toward 
the outlook for 1960 and beyond 
seven western states are just 
the last area in the country with room 
for more outlets. 
the Coast has virtually exploded since 
1945. Population is up 70° 
use have multiplied 100°, and so has 
gas These facts, 
with oversupply, 


we've ex- 


expressed it, 


lower prices 
woe to a year that 
well, and then got 
earnings bounced 
$1.47 for the 
refinery strikes, 


estimate 


west Is 
improving 
The 
about 
Gasoline demand on 
autos In 
consumption along 
this year’s have 
brought home an old lesson to oilmen 
Oil in the ground may be as good as 
money in the bank. But nobody makes 
profits until the oil is sold. 
Thus, by buying True’s, Prior 
gone more deeply into what he calls 
“a good and growing market” 
which will certainly lighten his over- 
flowing inventory. Moreover, said he, 
“this was a good deal and there are 
good ones around nowadays.” 


has 


one 


few 
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AIRLINES 


WAITING GAME 


Last of the trunkline chiefs 
to order jets and turboprops, 
Vorthwest’s Don Nyrop has 
nevertheless turned in a spec- 
tacular profits performance. 


bette 
other 


FoR THE part of three years, 
while airlines were ordering 
jets and turboprops as fast as their 
financing would permit, President 
Donald W. Nyrop of St. Paul, Minn.’s 
Northwest Airlines, Inc.* bided his 
time. He just kept adding piston- 
powered aircraft to his fleet whenever 
possible. By late 1958, when Nyrop 
formally announced orders for ten 
Electra turboprops and five DC-8 jets, 
his carrier had the dubious distinction 
of being the last among the 12 do- 
mestic trunklines to do so 

Yet last Northwest put 
its first Electras into service between 
New York-Seattle and on other routes, 
there were few to say that Don Nyrop 
had been wrong. Since 1955, Nyrop 
had hiked Northwest's net profit 
steadily from $2.1 million to a record 
And in the first 
1959 he 

almost 


month, as 


$5.6 million last year 
months of earned a 
$2.6 million, 
much as in the same period of 1958 
Over the entire span, Northwest, fifth 


largest 


seven 


hefty twice as 


among domestic air carriers, 
boasted a profits uptrend unequalled 
in the industry 

The Policeman. Northwest's big up- 
swing was not occasioned by the delay 
in ordering turbine equipment. It was 
When the rush to buy 
1955, 
Aeronautics 
the 


had 


In spite of it 
jets and 
Nyrop 
Board 


presidency 


turboprops began in 
Civil 
had 
barely a 


onetime 
been in 
He 
just begun a mammoth rebuilding job 
Northwest's 


chairman, 
yeal 
route structure an 
elongated network across the northern 
U.S. from New York to Seattle 

Portland, with legs to Alaska, Hono- 
lulu Fai 


low-traffic, w 


and Eastern points—was a 


arm-weathe) propos!i- 
Its planes, moreover, both 
to 
turbine-powered 
to) 
the 


piston equip- 


tion were 
outmoded and costly 
Bex aust 


would 


operate 


aircralt 


not be delivered three o 


four years needa 


Nyrop saw 
iterim, money-making 


He knew that relatively early 


Northwest Ai 
Recent f J 33. Price 
46'. oO 0) 

1959 payout 
$4.06 
vmbo 


Inc 

. range 
Dividend 1958 
RO Ear 


Total assets 
NWA 


Trade 
1959 hig 
B0« Ind 

ings per sh 
$105.1 nillior 


NYSF 


ited 


1958 


ilt of waiting to place his orders 

vas able to arrange trade-ins of five 
DC-7Cs to Douglas, nine Boeing Stratocruis- 
ers to Lockheed. In the process he saved 
t per common share through red 
payments and related adva 


about 35 


progress 
naree 


iced 
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SUE 
BY NORTHWEST 


Florida Service 
Begins 
| 





delivery positions tor 


remained open, rightly calcu 
a late order 
gaining position 


Nyrop 


turbine 


would enhance 


craft 
lated that 
his bar- 


borrowed 


heavily, bought piston-powered DC- 


7Cs and 
fleet He 


quality of service, tightened 


DC-6Bs 
began 


to 


to stress 


controls 

initiated expens¢ 
Northwest 
darn 


lessly on cost 


not have 


Says one exec 


he’s been a good 


rejuvenate 


Ny 


utive 


his 
a highe 
ruth 


rop may 


up 


controls 


but 


policeman 


In March, 1958 Northwest got a very 


VORTHWEST ELECTRA ON 


The 
the 
granted 


CAB, at 
line's seasonal 
Northwest a route 
extension from Chicago to Florida. A 
lush wintertime market, Florida 
just what Northwest needed to give it 
Then, as 


his 


bi eak 
recognizing 
balance, 


big last 


iT - 


long 


was 


a pickup in its slow season 
things Nyrop 
fortuitous circumstances 
Air 


west s 


turned out made 


entry under 
Aggressive Eastern Lines 
North invad 
piston craft with Electras 
grounded by a strike. For its 
first weeks oO! the 
ginning early last December) 
itself fiving 
Delta Air Lines 
Thus fa the 
has benefited from 


indeed 


set to countel 


ing was 
crucial 
( be 

North- 


just 


four oute 


west found against 
one competitor, 


Leveling Off? 


rising 


last- 
Ny 
rop's thorough management overhaul 
luc h. 
But Nyrop has probably carried 


Carrie! 


and a sizable amount of pure 


t as 


well 


reorganization and shre 


vd maneuve 
take 
Northwest 
the 
1958 
tre 
nont! 


about as far as 
Where, then 
here? Alth« 


ahead of 


ing they will 


him 


does 


go from igh line is 


lal its record 
that 


During the 


profits 


pace, there are signs 


uptrend 
of July 
fell below the 
last 


is slowing 
Northwest's net income 


corresponding monthly level of 


yeal Reason weighty training costs 


sonnel. Over 
Nyrop 


will also be confronted with increased 


for pilots and ground pe 


the months and years to come 


depreciation write-offs and heavier 
charges 

like 
and 
ability of 


plane s to generat 


interest 
But 

Nyrop 

the 


many airline executives 
aides have faith in 
their tu powered 
traffic sufficient to 
ulti 
new profits growth 
Philosophizes Northwest Tre 
William J. Eiden What I 


earnings is a temporary 


his 
bine 
help offset Sil expel and 
mately create 
asurel 
1iOoK tor in 
off 


uptre nd 


leveling 


and then a resumption of the 


VEW YORK-SEATTLE RUN: 


behind 


the scenes, a mammot} 


ebu ilding i0b 
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WATER COMPANIES 


NEW TRIBUTARY 


Already something of a cham- 
pion collector of waterworks 
companies, Howard Butcher 
was trying his hand at some- 
thing different last month. 





THERE are those who suspect that 
President Howard Butcher III of Gen- 
eral Waterworks Corp.* pays the 
biggest telephone bill in Philadelphia. 
At nearly any waking hour Butcher 
can be found with phone to ear strik- 
ing up deals to buy small water com- 
here and across the 
nation. For General Waterworks, 
Butcher’s campaign has resulted in 
galloping growth. The holding com- 
pany was set up in 1942 to buy the 
water subsidiaries of Arkansas Power 
& Light Co. for just $2.9 million. To- 
day it owns 98 water companies and 


panies there 


13 telephone companies operating in 
20 states. Its total assets at the end 
of 1958: $84.5 million 

Last month Butcher put down the 
telephone long enough to announce 
plans for an entirely different kind 
of deal. General Waterworks, dis- 
closed Butcher, had ironed out terms 
for the acquisition of Waynesboro, 
107-year-old Frick Co., 


ducer of ice-making, 


Pa.’s pro- 
refrigeration, 
farm and saw-mill 

Frick’s net 
about $1 
past few years, compared to General's 
$1.5 million 


air-conditioning, 


machinery income has 


averaged million over the 


General Waterworks Corp. Traded over 
the-counter. Recent price 233,. Price range 
(1959): high, 247,; low, 197,. Dividend (1958 
6 stock. Indicated 1959 payout: 6 stock 
Earnings per share 1958 } $1.28. Total 
ets: $84.5 million 


GEN. WATERWORKS’ BUTCHER: 


tougher territory 


Overcoming the Lag. Ii the new ac- 
quisition did mean a diversion for 
General from its corporate course, 
Butcher’s explanation for the move 
made very good sense. “Equipment 
manufacturing facilities,’ says he, 
“have no legal limit on their profit 
margins, whereas. . . . General's utili- 
ty earnings, limited by law to about 
6%, seldom get that high due to the 
lag in processing rate increases.” Last 
year General had about 30 rate appli- 
cations on the fire. “I was very im- 
pressed,” recalls Butcher, “at the 
labor involved and the extent we 
lagged behind.” 

Actually, Butcher has been prob- 
ing into the manufacturing business 
for some time. In 1957 General bought 
a one-third interest in Cochrane 
Corp., maker of water filters and 
softeners, and last December the com- 
pany acquired smallish Pennsylvania 
Range Boiler Co., producer of water 
heaters dryers. In both 
the operation involved was 
related to General's water business. 

In his latest deal, however, Butcher 
is getting into tougher territory. Al- 
though manufacturing may be poten- 


and cases, 


closely 


tially more profitable than utility op- 
eration, it is also far more competitive 
The fact is that, in the past five years, 
General's net than 
doubled while Frick’s net has shown 
no growth at all. In this 
problem, Butcher intends to rehabili- 
tate Frick’s sales force, press for more 


income has more 


attacking 


active research and product develop- 
ment. Until these things begin to pay 
off, he will likely hold up on further 
“We want to 
Butch- 
that 


manufacturing mergers 
first,” says 
e} “We've got to make 
we've done well.” 


get used to these 


sure 


ELECTRONICS 


IF AT FIRST YOU 
DON’T SUCCEED 


Raytheon never had much 
luck in the civilian market. 
But military uncertainties be- 
ing what they are, Charlie 
ddams is set to try again. 





“Wat I’ve been trying to do for the 
past 12 years,” President Charles F 
Adams of Waltham, Mass.’ Raytheon 
Co.* often says, “is to build a strong 
and 

this 

much 


commercial 
Adams 


howeve1 


flourishing side to 


company.” never had 


success, 


Raytheon Co. Traded NYSE. Recent price 
46. Price range (1959 high, 737%: low 3 


Indicated 1959 
gS per share 1958 
illion. Ticker sym- 


Dividend 1958 stock 
payout: 5 stock. Earnir 
$3.08. Total assets: $138 


bol: RTN 


RAYTHEON’S ADAMS: 
a 12-year objective 
His biggest ventures into 
military electronics involved TV sets 
The first 
venture proved a costly flop, the sec- 
ond too rich for Raytheon’s limited 
bank _ roll Raytheon ultimately 
dumped the TV sold its 


share of the Datamatic computer (at 


non- 


and business computers 


business, 


a profit) to partner Minneapolis- 


Honeywell. Result: as of 
such assorted commercial products as 


last veal 


electronic tubes amounted to barely 
15° of Raytheon’s $375-million an- 
nual volume. 

Fortunately for Adams and his 17.- 
000 stockholders, the 
the very 


company Was 


model of a successful de- 
fense contractor. Its success in military 
electronics (missile systems, rada1 
) more 


Afte 


commercial 


communications equipment, etc 
than made up the 
dropping its 
ventures, Raytheon put on a mighty 


difference 
two costly 
profits spurt, pushed per share earn- 
ings from 45c a share in 1955 to $2.42 
in 1957 and $3.08 last 

Fresh Try. But 
withstanding, last month Adams was 


veal 
past headaches not- 
making another big try to break into 
electronics market. He 
that Richard E. Krafve 
Ford Moto: Co 
dent, had been elevated to executive 
Raytheon’s numbe 
shift 


the civilian 
announced 
onetime 


vice presi- 


vice president, 
two post. It was a noteworthy 
During his previous few months at 
Waltham, Dick Krafve had served as 
Adams’ vice president of comn 
operations 

At about the 
San 


Analysts Society, 


time, In a 


Securit 


same 
Francisco 
Charlie 
waxing optimistic on the prospects fo 
“We are 


“Into an age 


before the 
Adams was 
now 


mov - 


civilian business 
ing,” declared he, where 
industrial and commercial electronics 
1959 
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TRANSISTOR TESTER-SORTER: 

new partners, new products 
provide a vital stimulus for 
economic expansion.” 


will 


The Uniformed Customers. It was not 
that the Pentagon had ceased buying 
Raytheon’s wares. Its military busi- 
ness remains both strong and diversi- 
fied. The company holds two major 
prime contracts (for the Army’s 
Hawk and the Navy’s Sparrow III air 
neither of which 
appear to be in danger of immediate 
cancellation. In addition, Raytheon is 
deeply committed in two critical de- 
fense anti-missile and anti- 
submarine warfare. Most military ex- 
perts believe that both of these fields 
will command big outlays from the 
Pentagon over the years ahead 


defense missiles), 


areas 


Like its missiles, Raytheon’s sales 
have been zooming skyward. Adams 
managed to boost his volume by 44°, 
to $375.2 million year, and by 
30 to $232.1 during this 
year’s first half. Since the company's 
military backlog has risen from $280 
million to more than $400 million in 
the past nine months, this 
seems likely to continue to 
Meanwhile, Raytheon’s 
gained another 15.5°) in the first six 
months of 1959 to $1.49 a share 

Protection & Profit. Why then was 
Charlie Adams still knocking on com- 
mercial doors where he had been re- 
buffed in the past? The 
that Adams, like other 
contractors, is somewhat worried about 
Should 
ultimately 
wants to 


last 
million 


volume 
grow 
earnings 


answer is 
most defense 


the long-range future even 


take 


some 


disarmament 
Adams have 
thriving commercial sidelines to pro- 


] 
partial 


plac e, 


tect Raytheon from too severe a con- 
traction in its business. Secondly, he 
thir 
Raytheor 
dollar 


added exX- 


is interested in improving his 
Last 


just 2.5c on 


proht 
netted 
This 


margins yeal 
the 


because of 


sales 
year, 
1959 


Forses, ocToser 1 


penses related to expansion, the take 
is running even less than that figure 

In his new foray outside the military 
market, Adams is scrupulously avoid- 
ing such items as radio and television 
sets. So far this Adams and 
Krafve have arranged the acquisition 
of two new units through stock. In 
May. Raytheon took over Machlett 
Laboratories ($10.2-million _ sales), 
maker of X-ray tubes and high-power 
electron tubes. Two months later, the 
company absorbed Sorenson & Co 
($6-million sales), producer of con- 
trolled power supply equipment 

Last month he was still shopping 
“If we feel it will be compatible with 
our product line,” Adams, “we'll 
buy anything ranging from a firm of a 
couple of inventors to a substantially 
But 
making one significant stipulation for 
his future “Its 
says he, “must be at least 60 


That's the 


year, 


Says 


going business.” Adams now was 


acquisitions sales,” 
com- 
bottom of 


mercial about 


the line.” 


OIL 


BATTENING THE 
HATCHES 


All over the world oilmen 
have been preparing for 
stormy weather. Latest to 
act: giant Jersey Standard. 


ALL over the country last month, oil- 
men were battening down the hatches 
and getting ready for rough weather 
The had 
run up by no less an economic weath- 
erman than Monroe J. (“Jack”) Rath- 
bone, president of the Standard Oil 
Co. (New Jersey). Thei: 
that Rathbone proposed to merge no 
affiliates—pro- 
ducer Humble Oil, integrated Carte 
Oil, refiner-marketer Esso Standard 
and two small marketers, Page Oil 
and Oklahoma Oil 

Clearing the Decks. More than 
corporate reshuffling was 
Operating 


storm signals already been 


message 


less than five Jersey 


mere 
involved 


under one roof. the five 


will make a domestic giant with a 


daily production of 375,000 barrels of 
oil (full Their 


refineries the tidal 


potential: 850,000) 
stretching fron 
New 
lands of Texas, can turr 
than 950,000 bar 
ducts. Ever 
add up to the natior 
marketer of oil 
through 
? 


in 37 states 


lands of Jersey to the 
rels a day 
more Impo! 
five will 
products 
wares 22,078 ser. 
All this had long been 
Standard control but 


The 
Jersey 


merger would clear the way for 


to operate under one flag as 


a nationwide salesman of a _ single 
filled 
only by Texaco among the oil majors 
(Currently 
marketed under no less than five 
The five: “Humble,” “Carter,’ 
“Esso,” “Pate” and “Oklahoma.”) 
Goodby to ‘Standard’’? 
considered the 
that it appeared he might 
the famed “Standard” brand 
Under the terms of the Su 
preme Court decision of 1911 which 
split up John D. Rockefeller’s Stand 
ard Oil combine, none of the surviv- 
Standard 
The 


cons ce red a 


brand name of oil, a role now 


Jersey products are 


names 


Rathbons 
move so. vital, ur 
fact jet- 
tison 


name 


ing companies can use the 

name in the others’ territories 
itself 

prime advantage in selling oil by all 

the Standard 

Explained 


sion, tor 


name has beer 
companies 


Rathbone Each 
the time be ing will continue 


divi 


its own brand name in its own divi- 
But 
nationwide 


sion eventually we expect to 


This 


that we 


have a brand will 
come as soon as we find one 
are satisfied with.’ 

The big changes at Jerse, 
the 


more symptom of the 


were, 1n 


minds of many oilmen one 


just 
rough times the 
industry was going through because 
of the worldwide crude 
oil. The trick is to sell that oil 


and Jersey was not the first company 


surplus of 


now 


to streamline itself to do the job 

recalled 
President Albert 
consolidated Socony’s 
Magn lia Pe- 


into 


In mid-year, they Socony 
Mobil Oil Co.'s 
Nickerson had 
General Petroleum 
Mobile 
coast-to-coast 

sell its 


products 


troleum and Producing 


one operation which 
othe: 
Main 
President 


Mobil Oil The 


will gasoline and 
under one name 
explained by 


Willetts of 


reason as 


Her bert 





increasingly intense 
the oil industry.” 

Socony and Jersey, moreover, were 
not the only companies who were 
digging in. Texaco, possibly the 
most streamlined of the major com- 
panies, had strengthened its own po- 
sition by acquiring Superior Oil and 
Paragon Oil 

Clouds Abroad. Nor was the 
the only where the 
Abroad, Managing Di- 
rector John H. Loudon of the Royal 
Dutch/Shell had _ split his 
chemical and oil businesses into two 
Socony’s Nicker- 
son had streamlined his foreign op- 


competition in 


US 
country clouds 


were forming 
Group, 
different segments 
erations, and Jersey had stepped up 
the 
its big affiliate which 
refines 
Latin America 
There was no longer any doubt that 


its ownership of International 
Petroleum Co., 
produces, 


and markets in 


the oil industry was in for some big 
the 
As one oilman put 


changes. Consolidation seemed 
order of the day 
it: “The only 
put ourselves in shape to ride out the 
That they did not expect the 


storm to abate quickly was clear from 


thing we can do is to 
storm 


Jersey's corporate hatch-battening 


DISTILLERS 


WHEN YOURE 
OVER A BARREL 


Vo one plays Monopoly quite 
the way American Distilling’s 
Russell Brown does—with 
real money. 
“WE HAVE been a rich 
pany,” rasps gravel-voiced Russell R 
Brown, 66, president of medium-sized 
($32.7-million assets) American Dis- 
tilling Co “We've really had to 
keep our noses to the grindstone!” 
There have times when the 
grindstone did a lot of damage. Par- 
ticularly so in 1953, when American 
Distilling’s 
nadir. 


neve! com- 


been 


reached _ their 


short of 


fortunes 
Running inventory 
it had to purchase whiskey from com- 
petitors, and earnings dropped to 84c 
ashare. As a result, that year Amer- 
ican earned just 2.7¢ on each dollar of 
its invested capital, a dismal per- 
formance which put it at the bottom 
of the liquor industry’s barrel 
The Glass that Cheers. But 
month, as Russell Brown closes out 
his books on fiscal 1959 (ended Sep- 
tember 30), stockholders 


this 


might well 


*American 
Recent price 
50; low, 385, 
cated 1959 
Earnings per 
sets: $32.7 n 


Distilling Co. Traded 
43',. Price range (1959): hig? 
Dividend (1958): $1.455. Indi- 
payout $1.60 plu 10 stock 
share 1958) $3.45. Total as 

I ADC 


‘ illion I ke vim b« 


NYSE 


{MERICAN DISTILLING’S BROWN: 
up from the bottom of the barrel 


erican Dis- 
comeback 
Brown already let it be 

that will run to $4 a 
or better, up a spirited 17 
It will be the straight 
substantial gains for American 
What's more, the small distiller’s re- 
last 
close to 10° 

That puts American in the surprising 


lift a cheerful glass to Ar 
tilling’s hundred-proof 
has known 
share 
1958 


vear ol 


earnings 
ovel 


sixth 


turn on equity, a mediocre 8.6 
year, is now running 
role of challenger to big Hiram 
Walker-Gooderham & Worts’ title 
as the industry’s second most profit- 
able produce: (No. One in profit- 
ability last year: Kentucky's 
Forman Distillers, with a fat 13°, re- 
turn on 


Brown- 


equity.) 
Dis- 
come 


Strangely enough. American 


tilling’s revived fortunes have 


about without any 
Ove: 


have 


very spectacula 
the last five years 
23.4 

somewhat above the industry average 
Yet dollar of 


1953 has more than paid its way 


rise in sales 


its sales grown 


just 


every new sales since 
con- 
tributing a lush 3lc to net after taxes 

Potent Potion. Distille: 
lieves he has perfected a potent for- 
mula for keeping American Distilling 
healthy “T believe 
tive,” he says in partial explanation 
I insist that the 


own oul 


Brown be- 


in built-in incen- 


every 
stock 
employes do, too 
think we don’t hear f: 


executive in 

Many of 
don't 
om them if they 
see money being wasted!” 

But the thing that distinguishes 
American Distilling. he the 
way its production crew (“the best in 


company 


and you 


feels. is 
the industry,” Brown claims proudly) 
last 
low-margin 
One trick: a 


whiskies, 


wants to squeeze every drop of 


profit from admittedly 
medium-priced brands 
malt which 
Brown claims saves one and one-half 
j 


each nundred-prool 


additive to 


cents on gallon 


Explains he with a dry chuckle 


“Three of our big competitors have 
tried—and failed—to use this same 
production technique. Now they’re 
going to school to find out how 

Open & Shut Cases. All this can 
be argued. What can’t is the unique 
game of Monopoly American Distill- 
ing plays. Deliberately, Brown has 
snug harbor for his 20 
brands of whiskey (e.g., Bourbon Su- 
preme, Guckenheimer), vodka (Tov- 
arisch), gin (Guckenheimer, Bur- 
ton’s) and scotch in the 17 “monopoly” 
states where all liquor sales are done 
through state-owned stores 
ing for 


claimed a 


Account- 
third of all U.S 
(currently run- 
million 
year), sales in monopoly 
Russell Brown 46° of his 
more than half his profits. Limited by 
law as to how much promotion can be 


about one 


liquor consumption 


ning at some 223 gallons a 
States dive 


revenues, 


done in monopoly states, Brown cuts 
his to the 


on price 


minimum, sells prin 
That 


cost to a 


cuts American's t 
mere 7 a 


$1.50 


tal sales 


case, compared with perhaps 
for nationally advertised brands 
“Of course we can’t just ignore the 
open’ states,” Brown admits We're 
moving into them slowly but steadily 
Ou York, for 


are up 16° this year 3ut 


sales in New example 


the open 
states are tricky markets, and you can 
lose your shirt in them if you're not 
careful - 


can keeps its shirt tails safely tucked 


One particular way Ameri- 


In an eagle-eyed control of credit 
risks among its open state customers 
that enabled Brown to cancel the in- 
surance on his accounts payable year's 
Ironically, the 


now trying to tax American's gener- 


ago government Is 
ous $750,000 reserve against bad debts 
arguing that it is excessive 

Straight Simplicity. Full of zest fo 
long-odds competition, Brown is 
philosophically convinced that a well- 
run small company can always win 
out in rivalry with a mediocre big one 
There comes a point,” he says, “when 
a company is simply too big to control 
its operations efficiently—a 
the committee 
down.” And he is 
trapped by that pitfall. Besides mod- 
est headquarters in New York's So- 
cony Mobil Building (where,as Brow: 


point at 


which system breaks 


wary of being 


puts it, “we maintain a minimal 
staff’), American has just two plants 
One, at Pekin, IIl., which bottles 
American's prod 


the mé 


some 82 ot 
serves its principal market 
nopoly states of the Midwest; anothe: 
at Sausalito, Calif., makes up the 

In 1960 and beyond, Russell Brown 
hopes to further boost American Dis- 


rest 


tilline’s fortunes through continued 


f q 
triumphs in its peculiar game of Mo 
nopoly plus a careful expansion of Its 
foothold states 


in the “open” 
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“Free to leave at five!” 


“I'm not the office orphan any more eid , rent 
' ‘ ; 7 
Other f 


' 
In postaue 


tion. Or send coup 
PITNEY-BOWES 


= Postage Meter 





INDUSTRIAL SPECIALISTS 


INVALID NO MORE 


Vow that Singer Mfg. is com- 

ing out in public, its assets 

look fine even though its 

earnings leave something to 
be desired. 





Man- 


more 


THE old hermit of lowe: 


hattan 


grey 
have a lot 
In fact 
financial 


seemed to 
spring in its step lately to its 


stockholders 


big, al chly -conservative 


and analysts, 


Man- 


Was re- 


Singer 
ufacturing Co last month 
flecting far more the chirpiness of its 
(44) president, Donald P 
Kircher, than the tradi- 
tions of its 108-year history 
One the first 
financial report Singer had ever pub- 
lished More cheering yet 
it carried. First-half 
7.2 to $191.8 million 
pointed to a record year, easily pass- 
ing the $363.9-million peak of 1956 
Although back to 
levels, jumped a 
10.9 


youthful 
hidebound 
symptom interim 
the news 
sales were up 


and clearly 


were not 


had 


to $1.17 a share 


earnings 
record they 
healthy 

Singer may not have been entirely 


But 


trom the 


well yet it was clearly conva- 


lescing violent attack of 
foreign competition that brought about 
a weight loss in per share earnings 
of the sewing machine giant from $4.18 
in 1950 to a mere $2.41] 

The Fabulous Convalescent. After all 
Singer had been dec idedly 
World War II it 
company, 
thirds of the entire 


But « 


last yea) 


unwell 


sefore had been the 


sewing machinge selling a 


full 


market 


two world 


orporate complacency 


SINGER'S KIRCHER: SEWING 


a stepped-up program, 


MACHINE 


had set in, compounded stubborn 


refusal to change its duct and 


exaggerated by an iron ditionalism 
that 


reports to 


refused to supply ven annual 
stockholds inless they 
person 

with cx 

price 


Italy 


nical improvements 


applied in 
As a 


Japan (on a 


result 


Germany and 


ing), Singer’s share of the v mar- 


ket was cut aiimost in half u post- 
Under Milton Li 


Ss 1949, the 


War years gntner, 


who became presider 
fought bac! 
competitive 
late as last 

By the time 
chairman and made way 
1958, Singer, 


company finally got 


models to marke some 
as veal 
yped up to 


Kirc ner in 


ain- 


Lightner ste} 


even i 1 asnt reg 
seemed to be 
Last 


rently felt 


ing all the loss, at least 
mont! 


holding its 
Lightner 


own @g 


Kir ne 


enough to ex} 


and 
strong 
fully to the public g 
“We are 
view to 
the SEC some time next yea! 
unlisted trading priv- 
American Ex- 
} r 


meant full linanclal 


WoOIl King u ‘ 
with 
(Singe1 


registering 


now has only 


ileges on the Stock 
This 
disc losure for the first m 
But Kirche A t 
about what the figures would 
Good Health. Ever 


limited information released 


change. ) 


century 
disclos: 
Fiscal with the 


] 


seemed last month that Singe 


good financial shape 
tive tray 
Som« ol 
position, with wo! 
$61 a share after all 
ferred credit acct Cross Di 
on installment sales not 
collected) of $64.3 n 


distribution 


vet completely 
illion; a far-flung 
with 1,900 
US.., 19,300 


systen 


some 


sales outlets in the and 


worldwide 


Hidden a little deeper was Singer’s 


ISSEMBL) LINE: 


for ste 


} ! 
LOOK { ae Ss 


PROFITLESS 
PROSPERITY 


While sales of famed old Singer 
Mfg. Co. have inched 

gradually upward 

since 1952 and may 

come close to a rec- 

ord $400 million this 

year... 


$400} Sales (Millions) - 


operating profits have failed to fol- 
low suit, riding a toboggan-like curve 
which hit bottom last year. 


$ 40} Pretax Profits (Millions 
| 





1958 1959 
est.) 


1953 1954 1955 1956 195 


understated equity 
These 


$5.6 


subsidiaries 
books at a mere 
the company is willing 


assets are w< 


reign 
tive $59 million 

All this gives Singe1 
$68.83 a 


a book val 
some Snare on its 
assets, plus another $11.89 in 


Yet beca ise of 


ings record (last year a \ 


ly ng assets 


ping earn 


9 


d.0 return on in 


singer 


vested capital 


shares have consistently 


well book value, Wi 


below their 
recent price around 51 


The 


aware, 


trick Kircher 


now as 
will be to translate these 
assets into earnit 
Kirche 
these 


Singei 


last month 


assets to Wol 


cleaners 
Sewing 
(via a new, and as ve unp! 
mill). With the 
of Halle Ray! 


a Pennsylvania 


Canadian 


quisition 


ganization, Singer ha 


hold in defense busins 


these othe 


solid 





{IRCRAFT 


INSIDE THE 
FUSELAGE 


Boeing's B-52, its longtime 
meal ticket, has just been ex- 
tended for a few more years. 


FOR WEEKS it had appeared that the 
nanned bomber was on the verge of 
becoming a dead duck The Penta- 
gon had already cut back General 
Dynamics B-58 Hustler, cancelled 
Martin Co.'s P6M Seamaster, and 
there were rumors that North Ameri- 
s B-70 Valkvrie would neve: get “ 
off ‘the drawing board. In Seattle, SS. 4IR FORCE B-52 
her William M. Allen a li 
pilots migh Boeing Airplane C 


he outlook Was grim Boeing, the thing. contracts o1 


biggest of U.S. planemakers ($1.7- ’ omare air-defet 
yn sales last year), had the heavi- witched from 


bombers of then red pri basis. Be 


steady 


| 
the storm Allen had payment upon deliv: 


ing suddenly passed. Afte n ! gap in sale 
hacking away elsewhere the Ail ni m » there 
Force placed an rder with Boeing for 


more than 60 long-range bombe1 levelopme and 


piece of new business worth m the ana ic 


$300 million. The B-52, tog progran Explains 


its com} il KC-135 tank had \ a nave 


} ’ > 
iong provias d Boeing 


source of military 

livered to the Air ‘orce back in 
ressea thro 
It now appeared 


production 


well. As 


ecelved 


country 
lelivery of less thar 


number of jets on 


Despite all this 
Allen has been OIL 


? nr 
ik a } iit- 


sales decined 225°, UNMOVED MOVER 


18c per sha The way Wall Street reacted, 

slow start, Bo you would never guess that 

wind up 1959 things were looking up for 
1951 (earn- Royal Dutch Petroleum. 


BOF 


( 


ING’S ALLEN 





DOES EVERY CLUE 
TO THE FUTURE 
POINT STRAIGHT UP? 


~~ 


<< 


SS 


An important message to those who 


bear the heavy responsibility of of the nation’s business leaders—to place the unparalleled 
investment-research facilities of the Forses organization 


managing the funds of others: behind each of your 


major investment decisions 


} FORBES investment counsellors provide vou with 
ee all the forecasts call for long range growth of 


in initial analysis of each security registered for 
the economy—individual securities and the stock market 


poe supervision, review thre porttolio regularly take the 
as a whole will not be a “one way street There are 


initiative in making recommendations to you, assist 
changes ahead —changes in production methods, in 


you in the preparation of progress reports, 
products changes that produce new businesses and make oO } | | | | 


. : ni burdensome details 
others obsolete. If your investment fund is to profit from relieve you of many burdensome de 


what lies ahead vou must always be ready to shift with 


Obviously, the full scope of this Service, its many 
the trends and tangents. The present bull market cannot | 
advantages to those who bear the heavy responsibility 
continue torever without corrective changes or possibly 


of managing the funds of others and to individuals 
anothet severe dec line How will you know u hen and — ; ; 
h t ke your n ? with substantial portfolios cannot be adequately 
wu oOo mane 0 wove! 
explained within the confines of this message We 
It was to answer que stions like these 2 . to provide therefore have prepared a booklet describing the 


skilled investment counselling facilities that FORBES services of FORBES SECURITIES MANAGEMENT 
SECURITIES MANAGEMENT was organized. It was ING 


organized to reflect over 40 years of rich experience, 


which we shall 


be happy to send you upon request 
to utilize our direct, top-level communication with many Write to Department 1044 


FORBES 


SECURITIES MANAGEMENT INC. 


70 Fifth Avenue, New York 11, N. Y. 





BOND MARKET 





WHEN IS A BARGAIN A BARGAIN? 


Things that look cheap can get cheaper still. That is the main 
reason why Wall Street is not yet entirely bullish on bonds, 
which, by normal standards, are selling at tempting prices. 


“Bonps,” said a distinguished Wall 
Streeter late last month, “are a bar- 
gain at today’s prices, especially gov- 
ernment bonds.” Up and down The 
Canyon Forses editors found the same 
sentiment expressed again and again 

Had bond prices then scraped bot- 
tom? Here the broker 
spoke for the majority. “I didn’t say 
that,” he hastened to reply. “The way 
things are going, bonds could yet drop 
a good deal further than they already 


again same 


have 

5% Plus. 
dilemma 
the 
were in 


Such Wall Street's 
U.S. Treasury promises-to- 
world’s 


was 


pay, safest investment, 


many cases yielding bette: 
than 5° for the first time since the 
bank panic of 1933. Even 
Treasury bills, traditionally regarded 
as being good as cash, could be bought 
to yield over 4% for a 
months commitment 
No one 


holiday 


three to six 
could deny that by any 
historical standards bonds were bar- 
gains indeed 
Mightn’t 


The only question was 


they become even better 





DJ High Grade Corporate Bond index 

Dj Municipal Bond index 

U.S. Treasury Long Term (242% of 6 72 
U.S. Treasury Intermediates (4% of 1962 
U.S. Treasury Six-Month Bilis 


bond issues since early this year: 


AT&T 438 f 
Jersey Standard 
GMAC 3% f 


New York State 242% of 1985 
1995 
Chelan County PUD 5% of 2013 


Florida Turnpike 314% of 


of Sept 
258% of Feb. 1965 
4% of Oct. 1969 
342% of 1990 


1972-67 


CANADIAN 
Dominion 414% 


*Quoted in 1/32s o 





BIG LOSERS 


Tight money means higher interest rates. Here are some of the sharp 
increases in yield which have taken place among various types of bonds 
since early this yeor: 


Higher interest rates also mean lower prices for bonds. 
money has |) brought hefty paper losses for holders of existing bonds, 
2) put many issues down to prices which some Wall Streeters regard as 
genuine bargains. Here are some of the losses sustained by representative 


CORPORATE 


TAN ENEMPTS 


t.s. TREASURY 


GOVERNMENTS 


bargains before the out 
The Street had, in had 
some harrowing experiences with what 
looked 


In early 


year was 
fact, already 
like bargain prices for bonds 
August 
became convinced 


then 


ofessionals 


U.S 


many p 
that govern- 


ment bonds, vielding 4.3 on 


average were too heap to resist 
Especially so when they could be 
bought on margins of ~ it 
that a 
could mean a profit of 40 
How to Lose 50% Quickly 
tunately for the ove 
that kind of cuts 
By last month (see chart), 
speculators who went into Treasuries 
August had 


already seen as much as 50°, of their 


meant rise of 
Unfor- 
-eage bargain 
hunters, leverage 
both ways 
on 5 margin in early 
capital disappear in two months 
Was more of the same in 
the bond market? O) 
rock-bottom bargains? Certainly more 
trouble ahead for 


store to! 


were bonds now 
seemed to be 


New York Stock Ex 
nber firms to le 
ent obligations 


-— BATH IN BONDS - 


Between early August and mid- 
September, prices of government 
bonds dropped some two-and-o- 
holf points. For some speculators it 
wos little short of a disaster. Those 
buying on the customary five-point 
margin, lost half their capital in just 
five weeks. This kind of leverage, 
however, works both ways; should 
o rally develop in bonds, margined 
speculation could be as profitable 
on the way up as it was costly on 
the way down 

87 





























January Recent 
4.45 
2.98 3.8) 
3.83 44) 
3.64 4.67 
3.03 484 


Hence, tight 


BONDS 


Jan 


100 
831% 


90% 


77.15 
R71 


107 
iV 


85.22 
92.22 
101.00 
92.12 
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the stox k 
to be 
the months to come 
will 


mediate 


market. It seemed certain 


under continuing pressure in 
Banks probably 
sell even 
term T 
money for 


have to more inte 
easuries to 
their 
Congressional 
to lift the ceiling or 


creating 


raise the 
lending to regula 
customers reluctance 
interest rates is 


The Fede ral 


budget’s prospectively thin balance is 


uncertainty 


not going to help eithe 

On top of all this, there is a long 
line of prospective borrowers, indus- 
trial corporations lo« al Lovernme nts 
utilities the U.S. Tr itself 
waiting to get to the borrowing win- 
Whenever the market 
signs of strength, enough of 
these money-hungry applicants jump 
in to the 


and 


easury 
dow bond 
shows 
rally under the 
weight of fresh offerings 

Yes, But When? One day, of course 
the supply of lendable money and the 
demand for it 
When that 


bonds will 


smother 


will come into balance 
happens the decline in 


end and a real rally may 
get underway 

When will that be? Sighs Berthold 
Bilsky, bond specialist for the 
Carl M 
Unfortunately 
ring a bell when 
bonds hit bottom. Still, how can 
go wrong buying, say, Treasury 1's 
of 1964 at a shade over 85? No matte: 
what happens to the bond market o1 


the economy 


stock 
Loeb 


no- 


house of 
& Co 


going to 


exchange 
Rhoades 
body 1S 


you 


you know you're going 

to get 100 for them in just over four 

years.” 
Says he 


get a o' 


Where 


return 


else today can you 
taxable 


little risk 


most of! it 


as capital gains, with as 


as that 





HOTELS 


THE SURVIVOR 


Its growth may not have been 

spectacular, but Knott, oldest 

hotel chain in the U.S., has 

sturdily survived its first 70 

years and still has lively 
new ideas. 


INNS are among the most venerable 
human institutions. Innkeepers, often 
rascally, adorn the earliest fiction 
Yet so recent is the rise of the modern 
hotel that Knott Hotels Corp.,* just 
70 years old, is the oldest chain host 
in the nation. Or so Knott's President 
Willard E. Dodd announced suddenly 
last month after diving into the New 
York Public Library, just down the 
road from his Madison Avenue head- 
quarters 

Go Slow! A small operator com- 
pared with Sheraton Corp. or Hilton 
Hotels, as Dodd is the first to admit, 
Knott’s prestige compensates for 
its lack of corporate inches. Knott 
hotels include the Berkshire in New 
York City and the Westbury in Lon- 
don, America’s first hotel to open in 
that city. Besides this, Knott also 
handles the United Nations’ restaurant 
in New York and runs a cafeteria for 
Dun & Bradstreet. If its growth has not 
been spectacular, it has kept going 
but cautiously. 

Knott's 
acteristic, in 


strongest char- 
fact, has always been 
One of its financial idiosyn- 
that it likes to operate 
through subsidiaries, and the parent 
company has always been warily care- 
ful not to guarantee its subsidiaries’ 
contracts and obligations 


corporate 


caution 


crasies 1S 


This seem- 
ingly excessive cautiousness was bril- 


*Knott Hotels Corp. Traded American 
Stock Exchange. Recent price: 24!,. Price 
range (1959) high, 23',; low, 20. Dividend 
(1958) : $1 plus 2% stock. Indicated 1959 pay- 
out: $1 plus 2 stock. Total assets: $25.5 mil- 
lion. Ticker symbol: KNT 


KNOTT’S DODD: 


depression 
were 


liantly justified in the 
Though various 
forced to liquidate, the parent cor- 
poration was one of the two U.S. hotel 
chains to survive 

Last month Dodd had a seventieth 
birthday present for his 800 stock- 
holders. It had been bought by ruth- 
lessly disposing of unprofitable prop- 
erties in the last two years. Freed 
from their deadweight, Knott’s oper- 
ating net soared to $641,000 or $1.40 
a share in the first six months of 1959, 
compared with $1.32 for the whole of 
1958. Now, assuming Knott breaks 
even in the always-slow third quarter, 
Dodd foresees earnings of $2 for the 
whole year. (This nevertheless would 
still be short of 1956's $2.26.) 

Goodbye, Hotels? This leaves Dodd 
in a cheerful state of mind in looking 
forward to Knott's next 70 years. For, 
says Dodd, Knott has recently dis- 
that a motel produces a 
higher return on capital than the tra- 
ditional hotel. A motel, he claims (“we 
prefer to call them motor courts’), 
break even with less than 
occupancy. A regular hotel needs 
around 70°;. But the Knott byword 
is still caution, and the chain has 
moved slowly in launching out into 
motels. One big problem: identifying 
the best which 
Dodd says has required “exhaustive 
of future highways and local 
community Tentative 
that the 
industrial 
areas but off main highways.” 

By its very fiscal constitution, Knott 
is bound to move slowly 


subsidiaries 


covered 


can also 


50°, 


prospective _ sites 
study 
developments.” 
this 


“close to 


conclusion of study: 


best sites are 


new capital 

For some 
45°, of Knott stock is controlled by 
the Knott family, and another group 
controls 20° “What are you 
doing to make your stock more 
marketable?” a group of Wall Street 
security asked Dodd the 
Answered Dodd: “What 
You tell me, gentlemen 
You're the financial experts.” 


is not that easy for it to get 


more 


analysts 
other day 


can I do? 


U.S. FIRST IN LONDON: 
a sprightly, though cautious, sept 


agenar 


COLONEL FRASER: 
happy to see the claimant 


LAND 


THE MISSING 
MILLIONAIRE 


Texas Pacific Land Trust 

would be tickled to find Cer- 

tificate No. 390 so its owner 
can claim $1 million. 


Lookinc for $1 million? You can pick 
up more than that at the Mercantile 
National Bank at Dallas (Texas) if 
you happen to have Pacific 
Land Trust’s* long-lost Certificate 
No. 390. What’s more, you can count 
on less than the usual red 
collecting. Says Colonel 
Fraser, Texas Pacific Land trustee 
“We'd be tickled to death to 


someone with a valid 


Texas 


tape in 
George C 


have 
turn up claim 
to the money.” 

The 
representing 100 “certificates of 
prietary interest” in the Trust 
made out in 1888. That was the year 
Texas & Pacific Railway was reorgan- 
ized, and the Land Trust was set up to 
take over its 
(3,450,613 
mortgages the railroad could not pay 
off. But Certificate No. 390 
nor its owner has been seen since 

In their deal 


happened, most of it in the years sinc¢ 


missing document—officialls 
p! O- 


Was 


immense land holdings 


acres) in exchange fo 
neithe1 


absence, a good has 
1926 when the certificates were split 
100-for-1. Ten years later these 
shares” paid dividends for the first 
time But it World War II 
that things lively. Smack 
dab in the middle of oilrush territory 


“sub 


was alter 
really got 
the Texas acreage began to yield oil 
and earnings gushed from 24 
1944 to $3.50 in 1954. Fron 
1944, Trust 


galor e 
a share in 
shares 


of 84 in 
195 be 


a low 


soared to 


Texas Pa 
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To handle all this new business, in 
1954 the Trust signed over oil and 
mineral rights to TXL Oil Corp., a 
newly created company, and distrib- 
uted four TXL shares for every Trust 
sub-share. For itself, the Trust re- 
tained ownership of the land, now 
makes its living (5lc a share in 1958) 
from real-estate deals, grazing rentals 
and a small oil & gas royalty income. 
All of this, of course, has given the 
old Trust shares a tremendous value. 
Certificate No. 390—which had a par 
value of $10,000 in 1888—now repre- 
sents 10,000 Trust sub-shares (recent 
price: 19), 40,000 TXL shares (recent 
price: 20's) and accumulated divi- 
dends to the end of last year of $160,- 
500. Total combined value of the 
certificate: $1,155,500 

To date, the unknown owner of all 
this property has never come forward 
to make his claim to it. But the money 
has been fought for. Trust records 
show that Certificate No. 390 
made out to Blake Bros. & Co., a now 
defunct New York broker. Blake 
Brothers had no idea they were listed 
as the owner until surviving partners 
of the firm began to get dividends in 
1936. But when they could not pro- 
duce either the certificate or records 
to show that they had once had it, the 
Trust stopped sending checks. 
then, Blake Brothers’ survivors, 
headed by Howland S. Davis, a New 
York have fought through 
four actions and are now on 
their fifth in an effort to establish 
their claim 

“These 


obse1 ves 


was 


Since 


lawyer, 
court 


have been suits,” 


Fraser. who 


structed by the court to put all divi- 


friendly 


has been in- 





NOSEDIVE | 


Despite its recent weokness, the 
stock market is still more thon 20° 
chead of the 1956 highs. But so for 
as the aircrafts are concerned if 
hasn't been much of a bull market 
All seven leading aircraft stocks ore 
way down from their 1956 highs, 
three of them by os much as 50% 


St —Percent Change — Recent Markel 


Price vs. 1956 High 


jow Jones ind 
orkneed 
Martin a 


Worth Amencan 














FORBES, OCTOBER 1, 1959 


dends and TXL shares in the hands of 
the Dallas bank. “We would be de- 
lighted,” he says, “if the Davis group 
won its case. All we want to do is to 
get this burden off our hands 

So far, however, the have 
ruled that, since the brokerage house 
may well have bought the stock 71 
years ago for one of its 
rather than itself, the real owne1 
still show up some day. If he 
appear with Certificate No. 390, and 
can prove it’s his, he’s due to pocket 
a million dollars he 
has 


courts 


customers 
may 


does 


doesn t know he 


AIRCRAFT 


CLOUDY SKIES 


Prognosis for the aircrafts: 

soaring costs, restricted mar- 

kets and a probable round of 
mergers. 


“THERE'S no question about it,’ de- 
clared the president of one of the U.S 
bigger 
month. “There are going to be some 
mergers in this industry before long 
I haven't the slightest idea just what 
they will be, but they're coming.” 

At the same time, in another part of 
the nation, the head of a 
planemaker made the same appraisal 
“IT can’t say I know of specific talks,” 
said he, “but the climate is right.” 

The climate, a cloudy one for the 


aircraft manufacturers last 


second 


aircrafts, has been created by two 


that 


industry for 


simultaneous revolutions have 


been brewing in the 
Last month, news of 
ments in military 
company earnings 
declining 
suggested that both 
a head 


years readjust- 
lowe! 
there 


prices 


spe nding 
here and 


and aircraft stock 


were coming to 
Contrary to many a published 
industry s 
fatal 


revolutions 


inference, however, the 
troubles were neither new no! 
Guns & Butter. The two 
that have enveloped ths 
dustry—one military, one 
actually 


aircralt in 
commercial 
basi ally 


single cause sO expensive nas 


derive from a 
tech 
nological development n aircralt be- 
market's 
Since the Pentagon, biggest 
in the Free World 
limit of $41] 
budget, 


come that it has outraced the 
potential 
buyer has placed 
a stern billion annually 
on its some military proj- 
ovide 
Now - 
adays, selectivity is the watchword i 
aircraft and _ missile 
Points out Republic Aviation’s Presi- 
dent Mundy I. Peale: “This stuff is 
becoming extremely complicated and 
also more costly. We just 
the volume of output we used to get.” 


ects have been eliminated to p1 


for more advanced programs 


procureme nt 


don't get 


FIGHTER ASSEMBLY LINE: 
too high a price tag? 

Meanwhile, in 
market, 


diffe rent 


aircraft 


quite a 
commercial much 
Douglas 
which used to produce 13 DC-6s and 
DC-7s 
eight DC-8 jets monthly, craft 


the same situation prevails 


each month, now turns out 


which 
cost two to three times as uch and 


do five times the work of the piston 


liners. The advent of these expensive 
new planes has driven airline 
debt 


stantial level of new 


deeply 
into precluding any very sub 
purchases in the 
ahe ad 

Where the Money Goes 
aircraft producers 


years 
While the 
biggest business is 
and cut 
their toll, the 


damage to earnings in the 


defense needs 


backs here have taken 


supplying 


biggest 


past few years has been done by the 


heavy write-offs required in research 


and development of commercial jets 
These charge are 


s0cing 


and turboprops 


currently giving Douglas 
Dynamics some 
The 


Customaril' the 


Gene ral 


going most notable 
Douglas 
gets such write-offs out 
quickly as it Ci in 

good profits during it: 

Douglas, because of 
costs of its DC 
than $15 


half comps d with 


high 
lost no less 
1959's _ first 
$12.6-million profit in the 
This, howeve1 


ame period 


should work 
to produce strong earnings in 1960 

Spending on military research and 
development can also have a depress- 
For it 
companies which now appear to have 
hold on the 
(among them 
izing Martin Co m 
North American Av 


considerable expens« 


last vear 


iS precisely those 


ing effect 
the securest military 
future missile-special- 
uch-diversified 
which, at 


pioneer- 


lation ) 
be Ran 
ing advanced markets many years ago 


This lesson has not been lost on othe 


yy 





aircraft firms. Now they too have 
stepped up their spending heavily to 
increase their technical competence 
In the case of some latecomers, nota- 
bly jet engine-building United Air- 
craft, catching up has meant an awe- 
some drain of cash. United, which 
reported a 29.6% decline in net (to 
$15.8 million) in this year’s first half, 
has now cut its dividend from 75c to 
50c quarterly. 

Overshadowing all such immediate 
considerations, however, is the harsh 
fact that galloping 
changes in the industry 
straining the resources of a good 
planemakers. Over the long 
term, the only solution seems to be the 
creation of new 
mergers As 
Robert E. Gross 
years ago: “We in 
industry must get bigger and stronger, 
Bette 


strong oaks than a forest of saplings.” 


technological 
are already 


many 


strength 
Lockheed's 
put it 
the air 


corporate 
through 

Chairman 
several 


not smaller and weakei a few 


BUILDING MATERIALS 


WHERE TO NOW? 


The pevple least worried by 

predictions of fewer housing 

starts next year seem to be 

the building suppliers them- 
selves 





Up, up, and ever up went money rates 
as summer drew to a close last month 
Down and yet further down went 
stocks of the building materials group 
in direct with such 
as U.S. Gypsum, National Gypsum, 
Johns-Manville, and Flintkote Co. all 
clicking off a 
lows. 


reaction, leaders 


monotonous string of 


new 


Reasons for the sudden unpopularity 


of building stocks were not 
find. Wall Street was vocally 
construction 


hard to 
bearish 
the 
rates would fol- 


about prospects, on 


theory that mortgags 


—/?_ REE ween 
—— 


low until the 


high 


money rates upward 
severely re- 
stricted 1960 housing The 
Street’s conclusion: the and 
near-record profits of 1959 will not 
be matched next year by the building 
group 

Who's Bearish? The sole dissenters 
to this general notion seemed to be 
the intimately involved 
chief executives of the industry itself 
“I don't think this tight money situa- 
tion will hurt us a bit,” boomed I. J 


Harvey, chairman of Flintkote, 
headqua! ters 


cost of financing 
starts 


rec ord 


men most 


trom 
his Rockefeller Center 
“What if mortgage 
642% or 7%? We really 
hurt until things get so tight that 
builders have to eliminate ‘No Down 
Payment.’ ”’ 

“And 


“Politicians 


rates do go 
won't 


added 
unemploy- 


this,” he 
stand 


remember! 
can't 
ment, especially in an election 
If the building trades 
they'll be hearing from the folks back 
home—and they'll act to 
building, believe you me!” 


yeal 
slow down 


stimulate 


Quite as optimistic, if a mite 
cautious, was U.S. Gypsum’s Chairman 
Clarence Shaver. “Of course mortgage 
rates will go higher,” said he. “And I 
suppose they will inevitably have some 
effect on our But most 


char ges as 


more 


1960 business 
people look at financing 
the 
home, and if mortgage rates push that 
cost they 
model I 
effect of 


just part of cost of buying a 


too high simply buy a 
cheaper 
think the 


be severe , 


dont 


will 


personally 
tight money 

A Slowing Down? A 
more cautionary 


somewhat 
tone the 
of Johns-Manville’s Chair- 
man Adrain Fisher. “We think,” said 
“that as money 
financing for 

and 
deferred As far as 


pervades 
sanctuary 


an aide costs rise 


municipal new school 


building pipeline construction 


may be homes 
are concerned, we already see a trend 
toward financing by banks 
VA 


rates ol 


savings 
FHA 


interest 


rather than through and 


loans, at higher 


REROOFING WITH ASBESTOS SHINGLES: 


the good risks will still build homes 


| 
passant 

Still, market won't fall 
At most, it should simply slow 
down somewhat.” 

In Buffalo, National 
Melvin Baker put it this 
way: “John and Mary say to each 
other ‘Do we want this home and can 
we afford it?’ We feel that in most 
cases they'll be able to next year and 
that only the marginal buyers and 
poor credit risks will be driven out 
There should be plenty of mortgags 
money available, even 
be high.” 

Easing Earnings? 
exception, 


course oul 


apart 


Gypsum’s 
Chairman 


though the 
rates may 
Almost 


leader Ss 


without 
industry 
1,250,000 housing starts 
some 100,000 fewer than 
Support for this view cam: 
Magee, F.W 


Georg« 


were 
looking for 
next year, o1 
this yea 
from Ed assistant to 
Dodge’s noted economist D1 
C. Smith. “We definitely don't expect 
any sharp said Ma 
“There may be falloff in b 
development building because build 
ers can't get money at FHA-VA rate 
but we don't 


decline,” 


some 


high mortga 
rates to keep people from buying, ar 
1,250,000 


liminary 


expect 


starts seems a 


good pre 
estimate for next 


What would this moderate contra 


yeal 


tion in home construction do 


the 


to the 
earnings ol 
Normally 
housing 


cha rt) 


building suppliers 
, earnings tend to follow new 
Starts quite closely (sec 


the 
suppliers are somewhat cushioned by 


effects on mo 


though 
large sales to industrial and comme 
cial markets, which may 
different Still 

starts 


be followi 


cycles with housing 


turning modestly downward 


the probability is for an equally mod- 
est drop in earnings 

For the longer range, industry lead- 
that the normal cycle wil! 
presently bring interest rates back to 
earth. Observes Flintkote’s Harvey 


“What goes up must come down.” 


ers feel 
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The FORBES index 
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1. Hew much ere we producing? (FRE production index 
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August Sept. Oct. March = April May June July Aug 


(Prelim. 
149.0 
119.0 
101.5 
139.5 


136.0 
115.3 

99.2 
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148.1 
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137.0 
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THE MARKET OUTLOOK 


by SIDNEY B. 


level of 


any one otf a variety ol 


security buyer is only willing to 


Harvest Moon 


13 times estimated 1959 earnings 

it would mean a price level of roughly 
No QUESTION about it, the stock market 990 
is in search of a new theme. But it 
could come within, for the In- 
dian summer decline has gone far to 


freshen up the list 


have fulfilled their Thus, a decrease of 3 


1959 promise, and 


points in 


the multiplier could result in a 120- 


from there is a point decrease in the Dow 


With 


having lost its st 


new, 


and lower ceiling demand 
Now, for example, to 
there is room to discount the stream 


of year-end 


the supply equation 


price-times- ength and inflation 


earnings ratios. In no longer an active stimulant 


othe: 
there 


pi ice 
there obviously is 
the 


ratio 


dividends and _ extras words, 
which will make financial page head- 
lines in the next thirty to sixty days 
In addition, there is room to reflect 
the probability that industrial pro- 
duction and the annual 
porate powel 
record heights this winter. Business 
will gain once the steel 
strike is settled, which may well be 
between the time Forses goes to press 
and the the 
hands 


some cuestion as 


been to times 
a change in the climate the cli- 
what price-earnings 
ratios which in turn make stock prices In 


has proper price earnings 


and under the prevailing scheme of 
things 
this 


review 


mate is makes 
connection its 
the nings 


which prevailed in past years 


nteresting 
This is not an academic considera- to 
Nor is it an attempt to foist an 
tool on the unsuspecting 
Rather, too many 
neophyte security buyers fail to realize 
that it takes only a small change in _ of 


rate of cor- 


will 


price, ea! ratios 


earning reach _ tion These 


analysts’ figures are given on the following 


new vigor investor of today’s page in which connection two obser- 


vations are pertinent: 1) Irrespective 


what happens in coming months, 


magazine is in readers’ are unlikely to return to 


The 


speculative psychology to bring about we past low 


ratios are 


All this 


a new 


In prospect 
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The 


1959 


meant to infer that 
bull 


market is 


averages 


already 


an important change in stock prices 
Fo: the Dow industrial 
average were to sell at 16 times 


example, if 
this 


year’s possible earnings of $42 o1 


background factors 
much different than 
2) While today’s 


is high, it's 


they were then. 


price/earnings ratio 


not abnormal. It’s been 





AUTO STOCKS 


Who Will Prosper and Who Will Get 
Hurt by the Entry of the “Big 
Three” Into the Small Car Field ? 


UTOMOTIVE STOCK values and earnings may be due for a big reshuffle as a 
A result of the forthcoming competitive struggle of the “Big Three” in the 
small car field. Despite the unanimous optimism of the three major car manu- 
facturers, the Value Line Survey's current analysis of the automobile industry 
suggests that somebody is going to get hurt. Nevertheless, the Value Line finds 
that one of the “Big Three” is a most promising holding for the speculative 
minded in the forthcoming Donnybrook. ; 

The prospect for the automotive parts suppliers is mixed... caution Is 
the watchword here. Fourteen of the 33 automotive stocks analyzed by the 
Survey are in the lowest quintile Rank among 800 stocks for Appreciation 
Potentiality in the next 3-5 years. Seven offer above Average Yield during 
the coming 12 months and 5 are in the top (1) rank for Appreciation Poten- 
tiality over a 3 to 5 year pull. The Survey clearly and mathematically dis- 
criminates among stocks in terms of their Safety, Appreciation, Growth and 
Income characteristics. Specific Index numbers are given to each stock for 
each of these four universally desirable attributes, enabling you to determine 
specifically how efficient each would be for you in the light of your personal 
investment objectives. For your own safety and peace of mind it would 
pay you to read this study, available to you without extra charge as part of 


this special offer: 
SPECIAL GIFT SUBSCRIPTION 

To inform your judgment as to the best values for you among automo- 
tive stocks at this time, we invite you to accept the special $5 offer described 
below. It will include, without additional charge, the 78-page Survey con- 
taining full-page reports on the securities of 33 leading Automobile and Auto- 
motive Parts manufacturers, as well as probing analyses of 29 Airline and 
Aircraft stocks —each report including objective, mathematically derived 
Rankings for Appreciation (Probable Market Performance in the Next 12 
Months), for Growth (Appreciation Potentiality over a 3-5 year pull), for 
income (Yield Expectancy in the next 12 months), and for Safety (Quality- 
Grade). Among the stocks reported upon: 


American Airlines Chrysler Corp 


> General Dynamics 
American Motors Douglas Aircraft 


General Motors Stewart-Warner 

Bell Aircraft Eastern Air Lines Libbey-Owens-Ford Studebaker-Packard 
Bend Electric Auto-Lite Lockheed Aircraft Timken Roller Bearing 
Ford Motor Co. North American Aviation Trans World Airlines 
Ford Moter Ce.cf Canada Raybestos-Manhattan United Airlines 


Under this offer, you will also receive — by return mail —a free copy 
of the Value Line's new 31-page study “Security Selection During a Period of 
Inflation” — together with the latest Value Line Summary of Advices on 804 
Major Stocks and 50 Special Situations, with Value Line's objective measure- 
ments of Intrinsic Value, Quality, Yield and Appreciation Potentiality. And 
for only $5 (just half the regular pro rata fee) you will receive (a) the next 
4 weekly editions of the Value Line Survey with full page reports on each of 
250 stocks, (b) a new Special Situation Recommendation, (c) a Supervised 
Account Report, (d) two Fortnightly Commentaries, and (e) Weekly Sup- 
plements, 


wwe we ana de AV eA 


THE VALUE LINE Investment Survey 


Republic Aviation 


To take advantage of this Special Offer, 
fill out and mail coupon below. 


Name 
Address 


City Zone State 
Send $5 to Dept. FB-158 
THE VALUE LINE Investment Survey 
Published by ARNOLD BERNHARD & CO., Inc. 


The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 











Price/Earnings Ratio on the Dow 
At At ae At 
High Low High Low 
1946 15.6 12.0 1950 7.7 6.4 
1947 99 8.7 1956 15.7 13.9 
1948 8.4 72 1957 145 11.6 
1949 8.5 6.9 1958 20.8 15.7 


equaled, or exceeded, often in the past 

To put it in a word, as was stressed 
last month, the ceiling to price /earn- 
ings ratios means that the top of a 
new trading range has been estab- 
lished. Chances are, however, the 
bottom limits of the new range will 
have been established by the time 
Forses is delivered to its readers 

True, tight money is still an un- 
known factor in a rather weird and 
unique credit situation. But tight 
money—thus far at least—is likely to 
restrict speculation rather than halt 
the upward business trend. Inci- 
dentally, it’s hard to visualize a whole- 
sale shift from stocks to bonds when 
the bond market is still so weak. Even 
capitalists interested only in return 
want some assurance that their princi- 
pal will remain intact. 

The reason this column is sanguine 
about tight money is that: a) Our 
fiscal difficulties are so well known 
that the psychological “worst” already 
may have happened. b) The Federal 
Reserve Board's problems are so com- 
plex and the potential dangers so 
great that a solution must, and will 
be, found. c) The credit strain will 
reach a peak this quarter—and ease 
in the first half of next year 

Speaking of psychology, and _ it’s 
again worth emphasizing that psy- 
chology helps make stock prices, it’s 
significant to note that Russia’s bril- 
liant scientific achievement in reach- 
ing the moon did not cause a new 
wave of national “jitters.” The con- 
trast with the fear generated by Sput- 
nik in 1957—fear which resulted in 
the industrial average declining some 
40 points—was so marked that it prob- 
ably means something market-wise 
The meaning may very well be that 
this September's Song is not another 
1956, 1946 or 1937 

Matter of fact, October may well 
see greater emphasis on a “plus” 
which developed in the closing days 
of Congress when the Labor legisla- 
tion requested by the President be- 
came law. This may mark the end of 
an era which started with the New 
Deal and was climaxed by Labor be- 
coming one of the causes of our cost- 
price inflation. It’s not that capital, as 
represented by the securities markets, 
is anti-Labor. Rather, any develop- 
ment which means an end to abuses is 
bullish on common stock ownership 

No less important, the next chapte1 
in market history will be the most 
selective on record. For one thing, 

(CONTINUED ON PAGE 42) 
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TODAY YOU HAVE A PROBLEM. In the face 
of present conditions your problem concerning 
investments is not lack of information. You are 
often confronted with an almost hopeless abun 
dance of information. However - 

Have you not noticed that sometimes this wealth 
of information creates confusion instead of help? 
Would you like to relieve yourself of the work 
and worry of making decisions regarding secur 
ities? Would you like to release your time for 
other things you would rather do? Would you 
like to put the responsibility for management of 
your investments squarely on the shoulders of 
experienced professional securities managers 


with the provision th ©) r , 
wuts b . same ¥ man 


ak r oney! 

YOU AND I KNOW that the moneyed men of 
today put the problem of managing investments 
in the hands of professionals et, while com 
petent private securities management can be 
readily employed by those with large funds 


@ This same service has not (until now) been 
reasonably available for those who need it 
most — the investor who has from $8,000 to 
$50,000 in cash or securities 





If you are such an investor... 
this message is for you 


We manage large accounts, of course. But we 
specialize in management of investments for those 
with moderate funds. 

THE REAL BEGINNING of this specialized 
management was eight years ago. You might say 
we were thinking of you then 

At that time the man who is now our Manager 
of Accounts set up a Pilot Securities Account 
with a few thousand dollars of his own money 
His purpose was twofold. Qne, to make money; 
two. to prove what could be done with even a 
small account if it were managed according to a 
long range plan 

One pre-determined objective was to make each 
$1,000 of starting capital grow to $5,000 in as few 
years as possible 


What Happened? 

Due to a fortunate combination of good condi 
tions, good luck, and sticking to plan a Cer 
tified Public Accountant's audit now shows that 
the predetermined goal has been exceeded 
each $1 of starting capital has grown to more 
than $5 

FOR SIX YEARS NOW, we have been making 
available this oem professional securities 
management. The same man who manages the 
Pilot Account manages the accounts of all clients 
‘his man is available to manage your account 
also if it fits in with vour plans to use him 








MANSFIELD 


rity MILts 


LA JOLLA, CALIFORNIA 
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The Whole Story of a Unique Securities Management Plan 
Especially for Those With Investment Funds of $8,000 to $50,000 





ratand We do not think 
that we have such superior knowledge that 
vou could not do as good a job voursel/ if you 
could devote your full time to the job. BUT 
vou can't work all day and all night too, so 
we do have an advantage 
The mechanics of providing full-scale professional 
securities management at a relatively low cost for 
moderate size accounts is accomplished by a 
unique procedure we call Group Management 
the Mansfield Mills Group Management Plan 
Now 





please don't expect a magic formula 





The Plan Is This Simple— 

Group Management means we make the same 
management decisions for your account and for 
several others which we manage at the same time 
YOU PROBABLY ALREADY SEE some of the 
advantages. Although accounts of individuals in 
the Group may be small, total Group funds rep 
resent millions of dollars. Because of this, every 
decision receives the same careful supervision 
and thorough attention that a professional invest 
ment management organization can give to a 
large account 





Certain efficiencies and cost-savings are accom 
plished under Group Management. However, your 
account remains separate. It stays in the custody 
of your own broker any New York Stock Ex 
change member firm. We have no authority to 
withdraw securities or cash from your account 
Only you have that right. You may cancel our 
management at any time and for any reason 
Distance is no problem We-serue_clicaia in 2 
states and several countries abroa 

What Does it eal Fees are based on the size 
of your account rate is ‘4 of 1%, for each 
quarter for any portion of the first $50,000, 14 
of 1°, per quarter for the amount above that 
figure. If your account amounts to $10,000 (in 
stocks or cash or both) your cost is $50 for each 
three-month period. If your account is $20,000 
the cost to you is $100 for three months and 
so on. The minimum amount you may pay per 
quarter is $50. These fees are deductible ex 
penses for income tax 





(In speaking of management fees one client sum 
marized it:*‘All your Plan has to do for me is 2°; 
a year better than I could do mysel/ 

of mind I get is a bonus.’’) 


WHAT A COMPLETE MANAGEMENT MEANS 
3 Oe 


securities. There is nothing for you to do 
No decisions to make. No facts to study 
As one client remarked It is a comfort to 
let someone else do the worrying when they 
do it so profitably for me 


Setien mere fi Your account can have the 
same esirable diversification we use in 


large accounts. Yet - - 


The peace 


2 lot um, Your account re- 
mains @ separate account but through «a 
mechanical arrangement we combine buy 
and sell orders for you and others. This 
saves you the \ or \% point premium that 
you would otherwise pay the broker when 
less than 100 shares of stock are bought or 
sold 
Confidence Duri ough Times. This 
Wp yp yy 

et. | am glad that we have someone to 
do the worrying for us. I would not 
known what to do 


fea 24 Mind. ‘Another Naval officer and 
pooled our investment funds a few years 
ago. Now I am in Japan and my partner 
is in France. We selected Mills to manage 
our account after a careful study of his 
methods and his past record. We were 
satisfied. We still are.” 


Why This Message is Written to You Now! 


If you have done some bed-.rock thinking about 
your future, the chances are you find that you 
are going to need more income and more capital 
to give you the added security, the peace of mind 
and the comforts you want to enjoy in later years 


have 


5. 


We have no perfect answer to investing. Never 
expect to have such an answer. But, practical ex 
perience has codified for us some time.tested 
policies that have treated us well 

Long ago this Plan passed the horse and 
buggy stage. It is a proven thing. We 
and a number of our clients who have 
participated in the program for several 
years) have eaten the pudding. It works 

and it pays 


Ask for More Facts 

Naturally you are not ready to make a decision 
about this matter now. I realize this message has 
given you nothing but a general outline. You 
want more facts. You want to know more about 
Mansfield Mills. Who his associates are. You 
want to know more about what safeguards are 
employed for your funds 





To answer those questions and others, ask for 
your complimentary copy of the explanatory 
booklet Retirement Security Program 
YOUR REQUEST for this booklet does not 
obligate you in any way. Yet it is conceivable 
that your return of the coupon can be the start 
of a chain of events that can put you in a posi 
tion to enjoy MORE peace of mind, MORE con 
fidence, MORE safety, MORE capital gain 
MORE comfortable financial security for your 
future than you ever before thought possible 

As one client said My general feeling can r 
haps be summarized best by the following Bn 
der the glass on my desk I have a motto, A 
YEAR FROM NOW WHAT WILL WE WISH 
WE HAD DONE TODAY." My wish is that I 
had arranged for Mansfield Mills management 
service the first time 

he brought it to my 

attention, which was 

about two years earl 

ier. I feel sure that if 

I had done so I would 

be better off today." 


MANSFIELD 
MILLS 


(Investment Adviser 
since 1938. Nou 
serving clients 

in 46 states) 


THIS COUPON BRINGS YOU ‘RETIREMENT SECURITY PROGRAM” 


MANSFIELD MILLS * Securities Management * 8008-12 Jenner St 


Please send me my complimentary copy of the explanatory booklet 


Security Program 
This is NOT a commitment 


CONFIDENTIAL INFORMATION 


(1 I depend upon my securities for some income as well as capital gains 
] Capital gains is my main objective. My securities fund, including stocks and cash 


amounts to about $ 


NAME 
ADDRESS 
CITY 


It implies no obligation on my part other than that 
I want to seriously consider whether or not this program fits in with my plans 


le Jolla 


Retirement 


Calif 


ZONE STATE 





A Retirement Program 


for Your Employees 2 


That’s one question we can’t pos- 
sibly answer from here—but we can 
list at least six good reasons why you 
may feel that a qualified retirement 
program is worth serious consideration: 

Because company contributions are 

tax deductible... 

Because the income earned by such 

a plan is tax-free... 

Because a dollar deposited in a pen- 

sion fund buys a full dollar’s worth 

of benefits—while the same dollar 
in profit might be worth only 48¢ 
after taxes... 

Because employees pay no tax on 

benefits until they begin receiving 

them . 

Because “ past-service”’ costs may be 

heaviest during the first 10 years of 

a fund's operation, and high tax 

periods are ideal for amortizing 

them . 

Because employee benefit plans are 

becoming more and more essential 

in securing an adequate working 
staff. 

Just what kind of a program — 
whether straight deferred 
profit-sharing, or a combination of 
both 


great many 


pension, 


is best for you, depends on a 
variables of course 

But our brand new booklet called 
“Planning an Employee Retirement 
Program” takes a good long look at 
all of the basic fundamentals to con- 
sider in reaching a sound decision. 

It describes different kinds of plans 
currently in force, explains the tax ad- 
vantages in detail, explores balanced 
portfolios and the securities that make 
them up — and tells you just how to 
go about taking the next step toward 
a pension program of your own. 

There’s no charge for this booklet, 
and you won't be obligated in any way 
if we mail you a copy. 

If you'd like one, simply write to— 
R. J 


Cuvat, Vice President 
Department SD-111 


Merrill Lynch, 
Fenner & Smith 


Pi 
ierce, 
(nN CORPORATEO 
Members Neu York Stock Exe hange 
and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 


Offices in 112 Citie 





MARKET COMMENT 


by L. O. HOOPER 


High Money Hurdle 


ANy expectation of rising stock prices 
early this fall must be based on the 
assumption that prices can 
(and will) advance at a time when 
money rates are high and rising rapid- 
ly and when funds are in short supply. 

It has happened before, to be sure, 


equity 


but not at a time when stock prices 
have been so high as now and not after 
18 years of rising stock prices 
Psychologically, investors still “like” 
stocks. They are popular because they 
have been such good investments for 
the past 18 years, just as stocks were 
unpopular too long because they had 
been such bad investments for the 12 
1929. The disposition of 
most people now, sophisticated as well 


years alte 
as unsophisticated, is to believe the 
bullish and doubt the bearish 
Actually, of course, stocks are high 
(still high), and bonds are cheap. Re- 
cently an investor has been able to get 
3 he to 3° 


) tax- 
exempts, 4°; 


4 on good 20-yeal 
plus on riskless 91-day 
U.S. Treasury paper, 514°, on “double 
A” public utility first mortgage bonds, 
and 6.6°7 on Canadian Governments 
In the meantime, stocks yield all the 
way than 1° to 4 tor 
better equities, and perhaps 5° or so 
Most 
stocks (and there are many 
the 


discounting 


from less 


if you really reach for return 
“growth” 


sins committed in 


name ot 
“growth’’) 
ahead all 
years 
You laugh 
He's back to 


say that strikes always end 


are 
the 


earnings 
way trom two to ten 
off Khrushchev 
Russia You 
and both 
the steel strike and the copper strike 
will 


can 


gone 


can 


this 
gets into print, or will end soon afte 
But laugh off this 
Situation 


eithe: have ended before 


you can’t money 


If money and 


is to continue tight 


dear, business will be hurt. So will 
earnings 


Where is the 


for a capital goods boom? 


from 
Where will 
and_ specula- 
tors get their speculative money? If 


money coming 


real-estate dev elopet s 
the real-estate developers are cramped 

the 
How 


going to cost? 


for funds, what of 


building 


important 
much is 
Why 
should an institution, investing other 
take a 
stocks 


bonds are available? 


industry? 
mortgage money 


chance 
when 


people’s money with 


high-priced low-cost 

What I'm trying to get across is that 
there's a money the stock 
market to Perhaps the 
afterglow of success in shares is strong 


hurdle for 
jump ove 
enough to keep the rise going—be- 
cause the investing public is reluctant 


to think anything 
but good of stocks. 

Perhaps Fed- 
eral Reserve 
thorities 
their 
tion 


au- 

will lose 
anti-infla- 
courage and 
make money eas- 
ier. Perhaps Congress will come back 
in a special session and raise the ceil- 
ing on interest rates on marketable 
Treasuries so as to take the burden of 
financing off the shoulders of the com- 
mercial banks. That would 
them to loan more money to business 
and less to Uncle Sam 

These are things to watch. becaus« 
the present money situation is dange1 - 
both the stock market 


allow 


ous to and 
business 

All that is said above does not rulk 
out the possibility (and probability) of 
a “celebration” at the end of the steel 
strike. The celebration, however, is 
not as important as its aftermath. How 
far will the after-strike rally 
will the recovery be sustained? 


go, and 


In the last analysis, it boils down to 
how far be al- 
low ed to develop before effectiv ec steps 
are taken to end it. The biggest step. 
it seems to me, would be to make it 
possible for the U.S. Government to 
sell long-term bonds to institutions 
and individuals by raising the ceiling 


this credit crisis will 


on long-term coupon rates. If we 


could get some of these short-tern 
government loans out of the commer- 
cial banks and the hands of in- 
vestors, the banks would have money 
to loan to business. By 
raise the ceiling on long-term market- 
able Congress, in effect, is 
fostering deflation in a big way. The 
more short-term bills the commercial 
banks buv, the 
money the banks will have to loan to 


the 


into 
refusing to 


coupons, 


are forced to less 


business and higher the prime 
rate must go 

In such an atmosphere it is not easy 
right now to enthuse about most 
stocks, or even to say that bonds will 
not go lower. It reminds me of a story 
I heard the other day 
had written a 
story on the present money situation 
One « 


editors met him in the ha 


A young man 
widely read “scare” 
for a leading financial journal 
the older 
and said, “I want to congratulate you 
on writing an excellent After 
I read it I decided that are the 
first man who has ever proved con- 
clusively that the time is at hand when 
one should own neither stocks 
bonds—or for that matter 
The young fellow could not 


rf 
ll 


story 
you 


nor 
money.” 
decide 
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whether he was being complimented 


or having his leg pulled. 
Deere & Co. (56) would appear 5g Y- 
cheaper than some other stocks. For | 


the year to end with October, Deere 


should earn either just under or just ADVICE on 23] S f OCKS 
over $8 a share. That means the stock 


is selling at about seven times this 
year’s profits. It also means that there 
should be an increase in the dividend 

rate, since dividends for the last ten To Help You Invest Successfully 
years have averaged 45° of net 

Deere has earned more each year since RE YOU PREPARED TO ACT NOW .... to protect 
1956: 1956, $2.67 a share: 1957, $3.96; your gains, and invest for new profits? Successful 
1958, $6.06; and 1959, $8 plus or minus investment strategy today calls for the prompt sale of 
Deere is the largest factor in the do- vulnerable issues, and purchase of selected stocks with more 
mestic farm equipment business, and promising prospects for profit. 

gradually is doing a bit more in in- 

dustrial equipment. International Har- | Selected Stocks to Buy Now 

vester is bigger than Deere but 
Harvester’s larger size is due to its 
non-farm implement business. Deere 
stock sold as high as 6814 earlier this 





UNITED'S new Report includes purchase recommendations 
and gives specific Buy-Hold-Sell Advice on 231 Stocks, 
including these and other active issues: 
General Meters Std Oi NJ General Tel Cities Service Neriolk & West Aluminium 
year Hitten Hotels Anacenda Westinghouse Revien Thomp Rame Amer Mach 4&4 F 
Renner Cha cal (77 b “ Ferd Meter Fleride P & L duPont Sears Reebuck Cerre de Pasce Benefic Fin 
a pence vemical (77) is eing ta- Gen ~~ Newest Ai! Cater Trac Ne Am Aviation Corning Glass Celanese 
. . " _ om ’ oe Phelps e Tenn Gas Tr Bank of Amer Bak & Obie Am Tel & Tel Chie & NW 
) » tollow om- ‘4 . rev 
vored by people who follow the « Phillips Pet = Pacific G & E Union Carbide Int Bus Mach Libby-Ow-Fd Diane Stores 
pany closely a p? obably earned about Gen Ceontrels Radic Corp Amer Tebacce Raytheen Texace Erve RR 
$4.50 ; oe hee # ; j j lk: Std Oi Cal Peonsah Chem Minn Heneywell Lene St Com Feed Mch & Ch 
24.00 a share in the year ended Iast r Seaboard Fin Amer El Pewer Secony Mobil Warner Lamb Minn M & M 
June but as much as $6 is being fore- General El National Ld = Richheld Oi Dew Chemical Magnaves NY Central 
cast for the new fiscal year. This com- FREE WITH TRIAL OFFER: Send $2 for the next 6 weekly issues 
pany is strong in new farm fertilizers of UNITED Reports, and receive without additional charge, this 
and othe! petrochemicals tumely Report with “BUY-HOLD-SELL ADVICE ON 231 STOCKS 
Glasspar (32) in the nine months (This Special Introductory Offer is open to new readers only.) 
ended with August increased its sales -—-FILL OUT COUPON AND MAIL TODAY WITH ONLY $2_ _ _ 


88°, and its earnings 97°) over a yeai SENT TO YOU BY AIRMAIL $2.25 | 


Earnings for the year may be $1.50 a 
share or a little better, sales, $12 mil- 


lion. The stock may not be cheap, but ' a City... Zone.... $0000.. 


| 

on ale . | 

ago to show $1.27 a share against 64 | 
| 

! 


the company’s growth trend is sharp 


This column suggested Glasspar at \ UNITED BUSINESS SERVICE 


well under 10 210 NEWBURY ST. BOSTON 16, MASS. 


If 1960 is to be anything like the j 
‘ my : j Serving more individual mvestors than any other advisory service 
automoble year which has been fore- 


cast, National Steel (902) should be a 
good stock to own. The Weirton di- 
vision, which represents a little less 








than half of the company’s capacity, 


has operated right through the steel RADIO CORPORATION poe 
strike. This year’s net could be around -f ‘ / 
$8 a share. National rates as the fifth OF AMERICA Srt- Continenta 
largest steel company Dividend Notice CY 

As a practical matter. I think that Corporation 
the credit situation will have to get The following dividends have beer 
worse before it gets better: and that omnes 
stocks are more likely to decline First Preferred Stock 


, a > mi r 8712 cents per share on the First = 
further than to advance much over die Bac _— lige agg lie te Third Quarter Dividends 
October 1, 1959 to December 31 Record Date September 18, 1959 
1959, payable January 2. 1960 
before the end of the year, and prob- stockholders of record at the closé 
ably within the next six or eight of business December 7, 1959 30 cents a share 
weeks, to ameliorate the crisis. In Common Stock on the COMMON STOCK 


other words, on real weakness stocks Payable October 1, 1959 


A Diversified Closed-End 
I, 


ng « 


the near term. I am confident, how- 
ever that “something will be done” 


A quarterly dividend of 25 cents 
probably will be a good purchase. The per share on the Common Stock 
decline up to the middle of Septem- payable October 26, 1959, to stock 67% cents a share on the 
ber, in my league, was “just softness,” holders of record at the close of $2.70 PREFERRED STOCK 

; 7 nde ' business September 18, 1959 
not “real weakness Payable October 1, 1959 

e ERNEST B. GORIN 

If “something is not done” about this ap Sa ee 

money situation, owners of stocks are New York, N. Y., September 4, 1959 65 Broodway, New York 6, N. Y. 
likely to have an unpleasant time be- ———ee ee 
fore many months have passed 
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| HAD TO EARN 


MORE MONEY 


So | sent $7 to The 
Wall Street Journal 


High prices and taxes were getting me 
down. I had to have more money or 
reduce my standard of living. Like Alice 
in Wonderland, I had to run faster to 
stay in the same place. 

So I started reading The Wall Street 
Journal. I heeded its warnings. I cashed 
in on the ideas it gave me for earning 
extra income and cutting expenses. I got 
I needed. Now I’m slowly 
forging ahead. Believe me, reading The 
Journal every day is a wonderful get- 
ahead plan 

This story is typical. The Journal is 
1 wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de 
livery to you anywhere in the U.S., The 
Journal is printed daily in five cities 
New York, Washington, Chicago, Dallas 
and San Francisco 

The Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y FM 10-1 


the money 











ear Market? 


When the market falls, many common 
stock warrants go down to very low prices 
and attord the greatest potential apprecia- 
tion on a rebound. Example: in one market 
cycle, a $500 investment in Tri-Continental 
warrants appreciated to $85,000. You should 
read the SPECULATIVE MERITS OF COMm- 
MON STOCK WARRANTS by Sidney Fried, 
for the full story of warrants accompanied 
by a list of 110 common stock warrants you 
should know about. For your copy send $2 
to R. H. M. Associates, Dept. F-148. 22 
Fifth Ave., New York 1, N. Y 


| BUY INTO AMERICA’S NEXT | 
* UPWARD SURGE OF PROFITS 
| WITH THESE 5 KEY STOCKS 


When you buy these 5 great diversified com- 
panies you buy into America’s coming new profits 
boom because they are engaging in and profiting 
in 31 of the Nation's most promising industries! 
Special Study shows how to protect your port- 
folio and set the stage for exciting long-term 
capital gain potential through buying the 5 
stocks in the following ratio (buy more or fewer 
shares of each, if you prefer, but maintain these 
propor lions) 


Steck * 1..... 10 shares 
Steck * 
Steck + 
Steck * 
Stock * 
For your copy plus the next 4 weekly edi- 
tions of The OUTLOOK, one of America’s 
foremost investment services, send $1 with 
this ad, your name, address to world’s 
largest investment advisory organization 
(New readers only.) 


STANDARD & POOR’S CORPORATION 
345 Hudson Street, New York a. N.Y. 
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STOCK ANALYSIS 


by HEINZ H. 


A Critical Look At Our Economy 


I HAVE 
abroad—in 


spent most of this summe: 
New Zealand and Aus- 
tralia, in Southeast Asia and Japan 
It wasn’t all “vacation,” as Forses 
implied in its introduction of Marshall 
Foster who was good enough to take 
over this column for me during my 
absence. A great deal of my time 
was spent talking to businessmen and 
bankers, newspaper people and poli- 
ticians, and just looking around with 
the critical eye of an 
learned much about parts of the world 
which I had not known before; and I 
also saw our own country in a differ- 


economist I 


ent perspective, and this was one of 
the most important aspects of the trip 

It is impossible not to be deeply 
impressed by the ubiquitous evidence 
of America’s economic power and its 
industrial leadership, by the universal 
desire of people everywhere to come 
here as visitors or as students to learn 
the well-being and 
our furthe 
high standard 
needed than to the 
American travelers all 
the world, a luxury that else- 


reasons for our 
material success No 
proof of our uniquely 
of living is 
multitude of 
ovel 


see 


where is available only to the rela- 
tively small percentage of rich people 
It was significant, for example. when 
a bank president in New Zealand told 
me that he could not afford to have 
his wife accompany him on a business 
trip to the United States, even if his 
would let him 
necessary foreign exchange 


government have the 


Seeing ourselves at close range 
only is not always sufficient for a bal- 
appraisal look 
at the United States from a distance 
to other parts of the 
are to avoid illusions of 

There 
some of 


than 


anced We also must 


and in relation 
world if we 
our economic invulnerability 
indications that 


are growing 


our strength is more apparent 
real 

An American cannot help feeling 
the familiar 


names of out leading corporations on 


proud when he 


sees 


beautifully designed modern plants 


Some were built as a means to jump 
over the hurdle of foreign import re- 
strictions 
the of American capital and 
know-how to 
the U.S 
here 


others represent primarily 
export 


countries too tar from 


to be served directly from 


But growing numbers of Amer- 


ican corporations are going abroad 


because they are no longer competi- 


The enor- 


mous differential of wage rates can no 


tive in their own country 


longer be offset by mass production 


and automatio1 Also our corporate 


taxes are 
the highest any- 
where, and by 
now we do not 
even have the ad- 
vantage of ample 
and low cost capi- 
tal 
Thus 


these 


among 


the initial pride in 
many fine American plants 
abroad begins to change into grow- 
ing concern. Jobs that used to be 
available in Peoria, Los Angeles or 
Detroit have shifted to Melbourne, 
Tokyo or Frankfurt. Naturally, no 
one our textile workers to be 
exposed to the full impact of having 
to compete with the coolie wages paid 
to the Chinese refugees in Hong Kong, 
but we are beginning to fall behind 
even in 


seeing 


wants 


industries where labor cost 
is not the sole criterion 

While the high standard 
of American living is based on solid 
natural wealth, 


it cannot be denied that some part of 


most of 


accomplishment and 
it is not being earned, but is due to 
and that 
the 
state governments 
municipalities. This 
the future to pay fo 
gant living today has been a princi- 
pal cause of inflation, the 
effects of which only 
become apparent as_ gold 


living beyond our incomes 
goes for 
federal 
and 
from 


the people as well as 
and most 
borrowing 


extrava- 


external 
begin now to 
reserves 
the deficit 
which has developed in our interna- 


have to be used to covet 


tional payments 
It is the 


everyone is 


that 
abundant 


American dream 
entitled to an 
life, and we have come very far, far- 
ther than any other people, to make 
reality It 
the 
resources and by our ability to 
the productivity of labor way beyond 
that of Ye* in 
our earnest desire to provide material 
the 
number we may have gone too far too 


this dream a has been 


made possible by wealth of our 
raise 
othe: 


any country 


abundance for largest possible 
fast 


It is undeniable that a great many 
people expect to live on a scale which 
is out of proportion to their contribu- 
tion to the National Product 
an attitude that 
titled to the American 
standard of living as of his in- 
It is featherbedding 
Only to a 
this be made pos- 
effect of a 
the 


“subsidies,” 


there is 
every citizen Is en- 
so-called 
one 
alienable rights 
in: the 
minor 


sible by 


broadest sense 
extent 
the 


progressive 


can 
leveling 
tax 


steeply system; 


balance has to come from 
1959 
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and from bor- 
And here we run into limi- 
beyond which cannot 


in one form or another 
rowing 
tations 
safely go 
For a great many 
conducted ourselves as if such limi- 
tations did not exist. We seemed to 
be able to afford it because the rest 
of the world, recovering from the war, 
was depending on American products. 
Regardless of cost, they had to buy 
from us. Because provided a 
substantial part of the funds for such 
purchases ourselves this sort of thing 
went on for But 


America now 


we 


years we have 


we 


years this is no 


longer the case has to 
be prepared to face and to meet com- 
stiff 
and friendly countries which have the 
They 
abundant 
life, and they will make every effort 
to call the 


attain it 


petition, competition from free 


same aspirations as ourselves 


too look forward to a more 


in what we have come 


American way—to 


These trends have been known fo: 


some time, of course They are being 


brought into sharper focus by the de- 
situation 


The 


time in 


terioration of financial 
both external and_ internal 
American dollar. for the first 


1 quarter cer 


oul 


tury, is beginning to feel 
adverse balance of 


Critical 


moment 


the strain of an 


payments conaitions can 


arise at any toreign coun- 


tries, for lack of confidence or for 


othe: 


draw 


should decide to with- 
dollar hold- 


rt them 


reasons 


, , 
part of their huge 


should decide to conve 


into gold 


Ings O! 


bills for ow 


now 


Internally, the extrav- 
agant living are catching 


us. Public debts 


grown to such immense size that they 


up witl 


and private have 
around ou! 


The Treasury Department, se- 


nave become millstones 


necks 
verely handicapped by Congress’ in- 
lift the 


on Government bonds 


comprehe nsible refusal to 
interest ceiling 
finds it exceedingly difficult and costly 
to manage $290-billion 
debt. The problem of refunding about 
28 of this 
twelve months 
additional 


our federal 

sum over the 
and of 
funds to 


vast next 
the 


inevi- 


raising 
cove! an 
table budget deficit could become in- 
surmountable if even larger amounts 


of savings bonds, which are redeem- 
able on demand, should be presented 
for payment 

Meanwhile the capital needs of ow 
prospering economy 


As the 


continue to grow 


demand for funds is well in 
excess of the nation’s savings, and 
the Federal Reserve will not 


and should not resort to the printing 


since 


press, the cost of capital is rising in- 
exorably 
interest 


It goes without saying that 
rising rates tend to serve as 
a brake on the economy. 

Investors, both institutional and pri- 
43) 
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GOLD STOCKS NOW? 


With the U.S. government $8.7 billion “short” in its 
gold position, pressures are mounting that add attrac- 
tion, we believe, to certain gold shares. 


The current WIESENBERGER INVESTMENT REPORT 


(WIR) reviews the many complexities of the gold 


situation —its affect on reserve requirements and the 


possibility of an increase in the price of gold. Six 


currently high-yielding gold issues are selected as 


likely beneficiaries of any major move to resolve the 


gold deficit. 


Also in this wir: 


A leading publishing company stock, still under- 


valued 
rise in price 


in our opinion, despite an already sharp 


A review of the oil equipment industry with two 


quality stocks most likely to gain from a revival of 


drilling activity. 


You can receive a copy of this timely WIESENBERGER 


INVESTMENT REPORT with our compliments Simply 


enter a subscription to receive it on a regular basis: 


1 year for $50 (24 issues) or 3 months for $15 (6 


issues ). The current WIR may otherwise be purchased 


for $2.50. 


ARTHUR WIESENBERGER & COMPANY 


Members of New York Stock Exchange and American Stock Exchange 


61 BROADWAY (Dept. F-86 ) * NEW YORK 6, N.Y. 
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FLUOR 


Engineers & Constructors 


The Board of Dire 
Fluor 


dec lared a 


Corporation 
quartel 
of 20 cents per shar 
ital stock payable 

1959, to stockholders 


ord October 2, 


Francis E. Fischer 
Secretary-Treasurer 


Los Angeles, Calif. September 14, 1959 


TEN MOST 
ACTIVE STOCKS 


A vast amount of research was mace 
THE TOP TEN in 
ten most active stocks of the 
the N.Y SE 


volume 


betore 
offering analysis of the 


week listed on 


This analysis is keyed to 
price range 
know ledge 
stock 


timing 
To the 


andl volatility 


best of our this is ar 


first in 


important 


analysis 


Some issues such as Gen. Motors and Stand 
ard of N. J. make insignificant appearances in 
this list, but profits up to 
on such stocks as Am 


Gen. Tire and Polaroid 


stn? 


Motors 


have been 
made Standard 
Pke 


Intense activity special 


ket situations 


projects many mar 
into the 


insists on 


active list. The 
fully 


answers to the 


most 


investor who being informed 
will find 
establishing positions in many 


as they 


many problem of 


' 


good situations 


come to the fore 


— CAPITAL GAINS — 


To achieve capital gains is a primary objec 
tive for investors in all tax brackets. To help 
attain this goal we would like to have you 
read our book FRADING BLUE CHIPS 
FOR CAPITAL GAINS We will send you 
a copy and 4 weeks of our complete advisory 
service including the new “TOP TEN ANAI 
YSIS” for only $1.00 (or $1.25 airmail) 


Market Research Associates 


108 South Los Robles, Pasadena, California 


oi 





MY SMARTEST 
INVESTMENT OF ALL 
WAS THE 5 BUCKS 


From a Barron’s reader 


Like many other men, I was a hit-or-miss 
investor—who too often missed. One day I 
saw a Barron's ad in the paper, and it made 
sense. So I sent in my $5 for a trial sub- 
scription 

I remember the first issue I got, because it 
made me change my mind about a stock I 
was going to buy 

Since then, every issue of Barron's é 
given me information on industries and on ; 
number of companies. Barron's tells me how 
they are doing and where they are going 
the kind of information I've got to have 
pick good investments instead of lemon 

That's how Barron's has helped me increz 
my capital. You can't read it without becor 
ing a better judge of investment 

And my smartest investment of all w 
five bucks I paid for Barron's itself 

ness or investment 

s i en for the 

shout hia own 
iated with Dow Jones 


es ist, specia 


rice is 
weeks fo! 
yu 
need to know 
ind investment af 


b 
send it 
s to bill 


F-101 


conquers 
mountains 


And, some day, man 
will also conquer cancer. 
With your help. 


Guard your family... 
fight cancer with 
a checkup and a check 


AMERICAN CANCER SOCIETY 


TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ 


Where Are We Now? 


This is the first of several articles by 
Mr. Schulz, a partner in Wolfe & Co 
analyzing 


technical elements in the 


market 


Asout CHARTS 
I hear most often 1S, 
ly predict stock 
there is only 


One of the questions 
Can charts real- 
Naturally 
a flat “no 

Charts can make predictions no bet- 


prices?” 


one answel 


ter than human beings can, and what's 
they don't 

What charts can do is give 

picture ol 


more, nsist on trying 
you a very 
what has been, and 


stock market 


They do prov ide 


clea 


IS, going on in tl and 


in individual stocks 


you with a sense of perspective and 


with technical inf ation which can 


usually help you a valid opinion 
to happet iY 


ne lp 


may be 
Ve y 


what should 


of what 


the future often charts 


you realize happer 

lay out a course of trad- 
that will 
ks and take ad- 


| 


reasonable 


that you car 


ing or investment procedure 


avoid unneces 
vantage ot 

Stock 
like road maps, to figure out the be 


way ol 


expectancies 


charts are meant to be use 


getting from where you 


been to where you want to go 


you use charts to make prediction 
they are down as 


going to let you 


often as not. But if you employ charts 
sensibly, the way you would use any 


other factual information, then they 
will take you as close to predicting 
the future as you can hope to come 
reflect facts, the 


fluc tuations, 


For charts facts 


of stock price and they 


do so in visual and practical form 


They reflect the continuing interplay 


of supply and demand in the stock 





ee a 


Gun nnonx 


= 
xe 
a« 





market, and show 
at any one 


the net bal- 


mo- 
ment 
ance of opinion, 
as among all con- 
cerned, about the 
prospects of in- 
stocks, 
by extension, of the stock market 


This net 


reflects 


dividual 
and 
whole balance ol 


a> a 


opinion fundamental  ap- 


praisals of value (whether informed 


not) plus the impact of emotional 
attitudes. It follows 


stock 


, 
express all these factors 


mass theretore 


that whic! 


ric ally 


moven 


price 


are a more valuable basis 


than the fundamental data 


assets, business statistics 
Figure CHARTS 


handling 


POINT & 
venient in analy 
nothing ca 
And fo: 
underlying facts 
beat a Point & Figure 

The of a P&F 
rice reversal Stock pri 


ments 


move 
chart 


Ssigninics 


ot the 
essence 


continually, by eighths, q 
points and more; and 
link up to 
Whether 


reversals on a detailed 


successive pric 
trend re 


study 


reversals a ake 


versals you wish to 
these scale Ol 


in a broad perspective is purely a 
Most convenient fo 


is the P&F chart 


that plots price reversals of not 


matter of choice 


general detail work 
less 
than one whole point (dollar), igno! 

ing fractions (e.g. from $10 to $11 and 
back to $10). Entries, as called for 
are plotted by the use of “X” as a 
convention 


symbol; this is purely a 





Dow-Jones Industrial Average 
Hourly Data 
July 1957 through Sept. 15, 1959 


Price reversals plotted in units of five points 
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and has no intrinsic significance. Ex- 
ceptions, such as the use of months’ 
initials to indicate the progress of 
time, and of zeroes and fives at price 
levels ending in these digits, merely 
facilitate reading the chart. 

As a result of this plotting method, 
the price development of a_ stock 
across a P&F chart, from left to 
right, progresses only to the extent 
that price reversals take place. Unlike 
the more familiar “bar chart” of 
daily high-low-&-closing prices, the 
P&F chart has no time scale at all 
On a P&F chart, lateral progress 
shows up graphically only when, in 
fact, successive price reversals occur 
Thus two stocks, one of which re- 
verses price direction more frequent- 
ly than the other, produce very dif- 
ferent charts. The differences, which 
would have to be dug out of bar 
charts by a separate and time-con- 
suming analysis, show up instantly 

But there is more to a P&F chart 
than mere convenience. Its ability to 
distinguish as between lateral move- 
ments of varying extent, regardless 
of time elapsed, is of basic and vital 
usefulness. And the emphasis on 
side-wise price development is justi- 
fied because there is a demonstrable 
cause-and-effect relationship between 
lateral action and subsequent vertical 
movement. Sustained uptrends and 
downtrends almost invariably begin 
and end in lateral trading ranges; and 
it can be taken as general proposition 
that the lateral extent of price re- 
versals in a trading range has a direct 
bearing on the carrying power of the 
uptrend or downtrend that ensues 
when the trading range is finally re- 
solved 

This central fact makes possible one 
of the working hypotheses of P&F 
analysis: that an uptrend or down- 
irend can (not will, or must) extend 
for as many units vertically on the 
chart as can be counted across in 
the trading-range movement that 
precedes it. This hypothesis does not 
imply a forecast of future prices (in 
my own view, the notion of a fore- 
casting quality actually detracts from 
the charts’ usefulness). But the factu- 
al experience of many years shows 
an intrinsic relationship between lat- 
eral and vertical trends, one which 
implies a degree of probability that 
the “target” price computed by 
measurement of a lateral movement 
may be reached or closely approxi- 
mated by a subsequent vertical move- 
ment 

The measurement technique is only 
one of the criteria used in P&F 
analysis. There is no set of “rules of 
the game.” My own approach to P&éF 
chart analysis has evolved over the 

(CONTINUED ON PAGE 43) 
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HOW BARON ROTHSCHILD 
BUILT A FORTUNE - - 


buying “‘stocks nobody wanted” 


For large profits, Baron Rothschild bought stocks when nobody else was interested 
in them. He knew that stocks of solid, well-managed companies were often under- 
valued because of public ignorance. He also knew that ignored, undervalued stocks 
always zoom as soon as the public awakens. That is how he accumulated his vast for- 
tune and his methods still work. Little-known stocks, many selling under $5 or $10, 
representing future profit opportunities, can always be found if you know when and 
where to look for them. We are at an important point in the stock market NOW 
when many investors are selling the very stocks that Baron Rothschild might be 
buying if he were alive today. Our intensive and unique Research Reports pinpoint 
these stocks—stocks that represent unusual profit situations but are overlooked by 
the general public and selling far below their potential worth 


See for vourself how large profits may be 

FREE REPORTS: reaped from a small investment in these 
© LOW-PRICED “hidden-value stocks.” The 

recommendations you receive are impartial. We are not an investment dealer or 


broker, and no salesman will call. To receive free SSR Reports for one month, just 
mail this ad—or a postcard—together with vour name and address to 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-78, SEAFORD, L. 1, M. Y. 





PACIFIC POWER 
& LIGHT COMPANY 


Dividend Notice 


Quarterly dividends of $1.25 per share on the 5‘ 
preferred stock, $1.13 per share on the 4.52‘, serial 
preferred stock, $1.54 per share on the 6.16‘, serial 
preferred stock, $1.41 per share on the 5.64‘; serial 
preferred stock, and 40 cents per share on the 
common stock of Pacific Power & Light Company 
have been declared for payment October 10, 1959, to 
stockholders of record at the close of business 
September 30, 1959 

H. W. Millay, Secretary 
PORTLAND, OREGON 

Septem ber I 459 











HOW TO FIND SCARCE BARGAINS 
IN A “PICKED OVER” STOCK MARKET 


harga ton t t t 


‘ neiders 
» in the gains 
owing special offer 
ACT NOW: senda 
service covering SOO) sto« 


Investment Program Dis self w 
Research to ‘‘sharpshoot ge game in th 


} 


INVESTORS RESEARCH” 
Company (Dept. F-78) abate aie 


922 Laguna Street scription ar 
Santa Barbara, Calif. 
RESEARCH \ 
em | 
Add 
*Serving Investors in SO States and 20 Foreign Nations 








there is only 
ONE mutual 


investment fund 
named 


NERGY 
FUND 


INCORPORATED 


EN 


IT IS THE ONLY FUND CONCENTRATING 
IN THE ENERGY FIELD THAT IS OFFERED 
WITH NO COMMISSION OR SELLING 
CHARGE OF ANY KIND. Shares are 
offered at net asset value. There is a 
1% redemption charge 


Energy Fund is a mutual fund investing 
for growth possibilities in electronics; 
high energy fuels; missiles and other 
space uses for energy; atomic energy; 
oil and gas; electric and gas utilities 
and other activities related to the 
energy fields. 


SEND FOR FREE PROSPECTUS 
Write Department F 


Distributor 


RALPH E. SAMUEL & CO. 


Members N. Y. Stock Exchange 
2 Broadway, N. Y. 4, WN. Y. 
Tel. Digby 4-5300 


For ONLY $6.00 A YEAR 
The Mutual Fund Reporter 


Gives All Mutual Fund Sales, Purchases & Holdings. Some 
information is available elsewhere for $30-$65 a year! 
Mutual 
feature! 
by the world’s most experienced 
and their activities often / 
We now devote a separate supplement to these changes 
due to popularity of this dept. ALSO, ! 
Funds, Articles, the how-and-why of mutual investing 
Please mention name of paper in which yor 
ad. Issued monthly. Send check to: The Mutual Fund 
Reporter, Box 364, Fair Haven, New Jersey. 


COMMODITY 


Analysis via 
Electronic Computer 
* 


Since we cover only Funds we can include 


this as a regular Fund activities are guided 
Bankers & Advisors 
wreshadow market changes. 
reports on a 


saw this 








A new approach to pin-point commodity trad 
ing. Send for free copy of results 


+. 
MARKET RESEARCH ASSOC. 
108 S. Los Robles, Pasodena, Cal 








DOW THEORY LETTERS 


by Richard Russell 


A service which teaches you to apply the famous 
Theory to your own portfolio or business—writ- 
ten by an expert for serious investors who want 
the facts. Send for brochure explaining the 
Dow Theory, reprints of the author's four recent 
articles in BARRON'S, and a one-month trial 
subscription (4 issues), $1.00. ($40.00 
ally, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 


annu- 











| every 


THE FUNDS 


WHO'S IN THE BOARD ROOM? 


THE MUTUAL FUND industry last month 
was split right down the middle on a 
basic issue of fund management prac- 
tice—whether it is a good thing or a 
bad thing for a fund officer to serve 
on the board of directors of a com- 
pany whose shares are in the fund's 
investment portfolio 

To some funds the chance to get in- 
side a company as a director makes 
perfect sense; the more you know, the 
better your decisions. To other funds, 
serving director tempts a fund 
man to become too sympathetic to a 
company; the more sympathetic the 
man, the his 
ment decisions may be 

It was Mrs. Ruth H. Axe who started 
the whole contro- 
up again 
Vice president of 
the Axe-Hough- 
ton group of funds 
(total assets: $202 
million), Mrs. Axe 
finds time to serve 
on the boards of 
Flying Tiger Line 
and the Metropol- 
itan Broadcasting 
Corp. Last month 
Investing Co. to list. It is 
that three 
among the biggest items in her funds’ 


as a 


less objective invest- 


versy 


Kuth H. Axe 


she added City 
the 


these 


no 
coincidence are 
portfolios. “When you're a director,” 
well 
knows you are taking the trouble to 
keep posted.” 

White, Black and Gray. However, 
there is no pattern to industry policy 
on the matte: Harold K. Bradford, 
president of giant Mutual 
(total $1.5 not a 
member of any outside But 
Dwight P. Robinson, chairman of 
Massachusetts Investors Trust (total 
$1.6 billion), is a member of 
Robinson thinks that the dual 
role is advantageous to everyone con- 
“Small stockholders,” 
he, “have no voice otherwise.” 

“But what if, as a director, a fund 
officer 


she observes, “the public jolly 


Investors 
assets billion) is 


board 


assets 
four 


cerned says 


trouble ahead for a 
asks S. L. Sholley, head of 
Boston’s Keystone group of funds 
(total $467 million). “As a 
director, you owe it to the company 
But an in- 
vestor of other people’s money, maybe 
you should.” 
tial conflicts of interest, says he, “we 
have always said thank you to 
offer—and there have been 
to come on a board.” 

fund, 


discovers 


company?” 
assets 
not to abandon ship as 
To avoid such poten- 


no 


many 


Another Philadelphia's big 


Wellington Fund (total assets: $954 
million), has still other grounds for 
barring its officers from serving on 
other boards. “If one of our men was 
on, say, Chrysler's board of directors,” 
says Secretary John Bogle, “how 
would our analyst be received when 
he calls at General Motors?” 

But Francis F. Randolph, who pre- 
sides over the $283-million 
the Broad Street, National Investors 
and Whitehall funds combined, 
merit to that argument. “I'm 
Grand Union's board,” says he, “and 
our men have never had any difficulty 
getting information from A&P.” 

Thus the industry last month was 
far from 


issue 


assets ol 


sees 


no on 


on this basic 
But it is an issue that is cer- 
tain to get hotter as the mutual fund 
industry grows in size and influence 


agreement 


CHILDISH, BUT... 


with 
look 
that man- 
aging a mutual fund might be a prof- 
itable undertaking, Blue Ridge fund’s 
President Milan D 
freshingly down to earth. Popovic 
held a press luncheon last month to 
inaugurate a contractual plan for his 
$33-million fund. Some of his guests 
started to rib him about the high cost 
of his contractual plan compared with 
a voluntary plan in a no-load fund 
Their argument: the 
avoid commissions altogether by going 
into one of the 20 or so funds which 
levy no loading charge at all. 
Popovic admitted they had a case 
But, replied he, “Americans are ac- 


CONTRASTED 
funders who 
any suggestion 


certain mutual 
quite shocked at 
selling or 


Popovic is re- 


investor can 


customed to charges 
when they buy things. I know 
telligent men who will buy a car on 
time, paying at least 8 -9' while 
they have money in the bank earning 
3°. It's childish, but there it is.” 

the 
such as Popovic, do have a powerful 


pay enormous 


in- 


Advocates of loading charge, 


answer to the arguments of the no- 
It is that whatever 
the no-load funds 
just do not buy 
them in large quantity; currently no- 


load funds account for just over 2' 


load funds people 
theoretical merits 


may have, people 


of all mutual fund assets 


STILL COMING IN 


Au- 


shares 


the 


sales of 


DESPITE 
gust, 


queasy market in 
mutual fund 
roared on. At $176 million they ran 
32°. ahead of August 1958, while net 
new money redemp- 
tions) at $117 million was 28% ahead 
of August 1958. Shareholders started 
over 33,000 new accumulation plans 
in August, compared with 31,000 in 
July, and 20,000 in August, 1958 
Preliminary showed 


(sales minus 


figures that 
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a UP...OR DOWN 


LOOK AT THESE 
STOCK OPTION PROFITS 


IN A RISING MARKET 
STOCK 





OPTION COST __OPTION PERIOD WET GAIN 
TEXAS PAC. LAND $800 90 days $7,200.00 
EVANS PROD. 450 6 mes. 4,450.00 
LUKENS STEEL . 1250 60 days 13,312.50 
IN A FALLING MARKET 

OPTION cust OPTION PERIOD WET GAIN" 
BOEING AIR. $150 90 days $1,025.00 
1B M 1100 60 days 3,600.00 
ey cite "These Geducting the cost of the option but not deducting commission and tax 
the option. Finally 


Put and Call options 








th sing and 


THE “SECRET OF STOCK OPTION PROFITS? 
Basically simple and far from mys terious there are no “‘secrets 
and long regarded the pr ‘ B... n of big-money pr 
ther S available a complet« e to stox yption profits 


PUT & “CALL OPTION REPORT 


Published by THE PUT & CALL Cue INC. 
t-growing group of in aggressive 

perhaps spectacu g s Dates the guidar 
neler with a rare backgr a ex 








about — ns 
fessionals 


1 Se ’ 
tobert Godefro 
perience and kr edg options this 
on to utilize fully the unique advantages of options 


Posada dad: i FREE BOOKLET TELLS HOW YOU CAN PROFIT IN OPTIONS 


ew booklet “PUT & CALL cs Ce ae LARGE PROFITS 

















ibes this basically sin rofessior ch to making large TF 
nd ¢ r 


" : strips away the mystery surre 
sales in September had also run ahead Hue a ae ee | stax 
of last year. In fact, said a Vance, + oe a ai 
“™ } na Chiadle 
Sanders (distributor of Massachusetts consultation privileges 


Investors Trust) spokesman: “Past 
figures show that when the market THE PUT & CALL CLUB INC. REGISTERED INVESTMENT ADVISORS 
drops off. people buy more shares.” 1 EXCHANGE PLACE. JERSEY CITY 2, N. J 

The $3-billion Investors Diversified heoictet “and complete ni non ame 

Services group reported preliminary LEPC 2 

September sales nearly 50% more ait TS COUPON TeDAY = an == 

than in 1958 


What is interesting is where fund 


managers put this new money. Funds’ BROAD STREET GRO ws poh INC 
cash holdings in August increased by WT ° ° 
INVESTING : 














$72 million, or over 60% of August's 

net new money. In other words, the CORPORATION 
customers were buying freely, but the A Diversified Mutual Fund OBJECTIVE: Possible long term 
funds themselves seemed to be hold- ; growth of principal and income. 


ing back for better bargains OFFERING PRICE: Net asset value. 
There is no sales load or com- 
i. aaiaittaliciibiiia ain ci ‘ consecutive , 
DE VEGH’S 5%? quarterly ; mission. 


dividend ; : 
APART from consistently turning in : ae REDEMPTION PRICE: Net asset 


above-average performances, the two 10 CENTS A SHARE. value less Yo: 
funds run by de Vegh & Co. ($21- Prospectus on request 
million de Vegh Mutual Fund and Payable September 30, 1959 

$9-million de Vegh Investing Com- Record Date September 8, 1959 Dept. B 

pany) have attracted investors by 65 Broadway, New York 6, N. Y. 10 Light Street Baltimore 2, Md. 
their no-load policy De Vegh re- 
cently took over the management of a 


third fund: Continental American NATIONA L Free booklet-prospectus describes 
Fund Inc 


sold as Amerifund 


But Amerifund, which de Vegh INVESTORS Th C x 
Partner Daniel S. Poor describes as CORPORATION e ommon eS 


“just getting off the ground,” has a 


, : Ps A Growth Stock Mutual Fund 
5% sales charge. Why pay 5°, for 0c un ~ 
Amerifund when you can get into the 


same management's Investing Com- 69" , of GROUP SECURITIES, INC. 


pany free? Poor explains that while 
Amerifund will invest in U.S. securi- 
ties, it will only be sold in Europe 
(later perhaps in Canada). “Ameri- 
fund will be sold through European 


banks, which must be compensated 
, . I Payable September 30, 1959 POO 6 
for their trouble. Europeans have no 


Record Date September 9, 1959 DISTRIBUTORS GROUP, INC. 
way of hearing about the de Vegh In- 4 anager 
vesting Company.” 65 Broadway, New York 6, N. Y. 63 Wall Street, New York 5, N.Y. 














consecutive A mutual fund investing for income 
dividend 5 } and possible growth through com 
= mon stocks selected for their invest- 
6 CENTS A SHARE. ment quality. Mail this ad 


Neme 
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SOUND BONDS FOR 
CAPITAL GAINS 


The current market offers investors some 
unusual opportunities in sound bonds at 
discounts of 25 to 30 points. This 
FINANCIAL WORLD study examines a 
group of such quality bonds that prom- 
ise significant profits while providing 
generous yields. 


This special study, which will be sent 
free to all new subscribers, is but one of 
hundreds of studies brought to FI- 
NANCIAL WORLD subscribers each 
year—to enable them to enjoy more in- 
come now and more income and capital 
in the future. 


With its Added Services, a subscription 
to FINANCIAL WORLD represents 
the most complete and reliable invest- 
ment “kit” we have been able to devise 
in 56 years of successful service to the 
investor, 
Here’s What You Get For $20: 

FINANCIAL WORLDS! 


tidance on risks and rewar¢ 
(Coats £26 at newastands 


S2ISsSt ks OF 
und-go 


services.) 


EACH MONTH 
1,383 


raisals ) ae | 


a bookiet of Independent 
" to 1,870 listed stocks with 4 
earnings, dividends f« f 
yuides at up fo $24.) 


NEW FACTOGRAPH — The 45th ‘‘Stox 
raph Manual—-indexing ™),.000 essent 


ibout 1.800 companies and their securitt 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
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Divipenp No. 47 


Tux BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Two 





and One-Half Cents (52'4¢) 
per share on the capital stock of 
the Company, payable Novem- 
ber 16, 1959 to stockholders 
of record at the close of busi- 
ness October 15, 1959. 

JOHN MILLER, Secretary 


September 15, 1959 
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the entire concept of common stock 
ownership is coming under more 
careful scrutiny, and some issues will 
be found wanting. The market 
will be quick to reflect the difference 
between expanding and exploding 
trends, between maturity 
and obsolescence, between fantasy and 
growth. Secondly, the public’s ability 


as well as its eagerness to buy is less 


now 


earnings 


than in past months 
Where are the favorites likely to 


In new directions. Case in point 
the Eisenhower-Khrushchev meetings 
may focus America’s attention on the 


tak- 


It may 


be 


dynamic business recovery 
ing place in Western Europe 
also lead to a wider and more intense 


now 


search for the opportunities in a “one 
world bull market.’ 
ticates 


Security sophis- 


have widened their horizons, 
and the public may now do so, too 
In this 


to note 


connection, it’s 
that: 1) The 


believed to 


interesting 
Conservative 
Party is have a good 
chance of victory in the coming Brit- 
ish elections. 2) The threat of re- 
nationalization in the event of a Labor 
Party victory has resulted in English 
steel stocks selling on a statistically 
than the remainder of 
market. In effect, there- 
British steel stocks 
their the possibility 
that the previous price disparity 


and the 


cheaper basis 
the British 
two 


fore have 


strings to bow 
will 
be eliminated prospect of 
higher earnings in line with England's 
growing capital goods boom 
United Steel Companies, Ltd 
land's leading 
steelmake1 
counter ) 


Eng- 
and _ best-diversified 
sells around $6 (over-the- 
Steel 
the largest pro- 


and Com- 


Wales, 
sheet 


pays 35c 
Ltd 


and tin 


pany ot 


ducer of plate, sells 


Both 


panies are completing expansion pro- 


around $5 and pays 28c com- 


grams, have enjoyed rising earnings 
and are 
thei: 


trends interesting specula- 


tions via American Depository 

Receipts 
This is not 

American 


that the 
markets are devoid of 
offer many 
For example, International Harvester 


meant to inte 
up- 


side opportunities; they 


around 49, once again is interesting 


This 


year’s earnings will be about $5.50 per 


for purchase inasmuch as: a) 


share—just about double 1958 results 
and the $2 dividend is a candidate 
The 1960 
outlook also is quite promising inas 


for later liberalization. b) 


much as motor truck sales (the com- 
pany's most important operation) and 
construction machinery could be higher 
in line with improvement in the FRB 
index. c) Farm equipment sales prob- 
ably will hold up well in the face of 
an expected decline in 


cash receipts 


from farm marketings. The obsoles- 
cence factor; the trend to fewer, but 
larger, farms which greatly increases 
the need for greater mechanization are 
plus factors. 

There’s an old axiom in Wall Street 
to the effect that the market always 
tells its own story. In this connection, 
it is significant to note that 
the stocks favorably 
in past columns acted extremely well 
during the Indian decline 
This might be a forerunner of a boun- 
tiful fall harvest 

In particular, the 
probably will shine favorably on 
American Motors (around 54). a com- 


two oft 
commented on 


summer 


narvest moor 


pany whose 1959 fiscal year earnings 
were in the area of $11 per share, and 
whose 1960 
Obviously 

the answer! 


prospect is higher 


the American public holds 


even 


as to whether or not the 
Motors’ 


corporate history will be as successful 


coming chapter in American 
as its first atempt to gain a firm foot- 
hold in the passenger cal market 
Meanwhile, the fact that 
very persuasive case can be made in 
belief 
may in- 
in 1960, from about 6.5 
1958. The com- 
pany has the ability to turn out mors 
than 500,000 cars this year in contrast 
to the 374,000 units produced in 
1959 

United Air Lines (around 36), a line 


whose jet 


remains 


support of the management's 
that its share of the market 
crease to 8 
this year, and 4 in 


fiscal 


service started in mid- 


September, iS expected to 
third 


withstanding competition from othe: 


report a 


very satisfactory quarter, not- 


lines which introduced jet planes 


earlier in the year. The explanation 
lies in the fact that 
being flown than last year with the re- 
sult that the load factor (which deter- 
mines the profitability of each run) 


United 


fewel planes are 


substantially 
flights 


has increased 
number of 
to be able to 
service and to allow for competition on 
The 


two-fold a) 


reduced the 
train its crews tor je 
certain routes important con- 
This 
year’s earnings will be in the $4-$4.50 
1960 should be 

b) By next spring 
United 


petitive po 


siderations are 


per share area, and 
much better yea 
and particularly next summer, 
will be in excellent con 


sition equipment-wis¢ 
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vate, who for reasons of self-protec- 
tion against inflation have shifted 
into common stocks, are partly re- 
sponsible for the dearth of funds 
available for investment in bonds and 
mortgages. To stem this incipient 
flight from the dollar which can have 
tragic consequences, as for instance 

Brazil, and to restore external and 
internal confidence in the integrity of 
the dollar, it is essential that inflation 
be arrested, or at least that its pace 
be slowed down. 

The means to achieve that hoped 
for end are neither palatable nor 
without danger Austerity is not a 
word we like to hear, and to live 
within our incomes will be a new ex- 
perience not only for our federal, 
state and municipal governments but 
also for many American families to 
whom buying on the cuff has become 
a normal way of life. We have be- 
come so strongly influenced by the 
so-called purchasing power theories 
of New Deal and labor union econo- 
mists that everyone seems afraid that 
fiscal conservatism is sure to strangle 
the economy and bring about a reces- 
sion, if nothing worse. It must be 
granted this danger exists, of course, 
if one slams on the brakes until the 
wheels lock. Great Britain and ap- 
parently also France are examples, 
however, that this need not be the 
case. They have shown that serious 
financial weaknesses can be corrected 
without throwing the economy into a 
depression 

The American investor, it seems to 
me, has no alternative at present but 
to stay with established positions in 
good common stocks. A very high 
rate of business activity is bound to 
follow settlement of the steel strike, 
and the coming Christmas trade is 
likely to break all records by a wide 
margin 

As corporate earnings and divi- 
dends are good, stock prices are likely 
to respond. The summer highs may be 
reached again and possibly even sur- 
passed before the end of this year 
Looking ahead the outlook 


becomes more dubious. largely be- 


farthe 
cause our economic policies cannot be 
predicted 

This column is usually devoted to 
the discussion of individual securities 
and to general investment policy: this 
followed again in 
I felt that it 
without 
broader aspects of 


practice will be 
future issues. However, 
was important to discuss 
pussyfooting the 
which is not 


the economic picture 


nearly as sound as people think. It 


is time for us to wake up and face 


realities 
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years and continues to evolve. I 
follow no rigid rules and try to main- 
tain a free-hand technique at all 
times. After all, few things are as 
fluid as stock price movements, and I 
think that flexibility is a prerequisite 
But, essentially, I consider the trend 
reversal of paramount importance, 
and I usually make it the hub of my 
analyses. In the 
temporary illustration I shall] try to 
show you just what I mean 

Tue Market Since Jury, 1957. The 
accompanying P&F chart (see page 


following con- 


38) plots the course of the DJ indus- 


trials from the July 1957 top through 
Sept. 15, 1959. For broad perspective, it 
is plotted in units of five points each 
The change from the 
1957 to the subsequent 
perfectly clear on this chart. The 


downtrend of 


uptrend is 


trend reversal, the reversal base, con- 
sisted for the most part of a long 
series of price reversals within a 
fairly tight trading range (420-255) 
You can see that the price levels at 
440 and 445 are packed fairly solid 
with entries during the period of 
October 1957 to April 1958. You can 
also see that the uptrend did not 

eally get underway until the price 
action moved decisively above 455 for 
the first time and thus 
deadlock of supply and demand that 
the trading range represents. When 
the DJI reached 460 in May 1958 (see 


arrow), the reversal base could. there- 


resolved the 


fore, be considered as having been 
completed 

From the point at which the down- 
trend entered the bas« 


at which the uptrend left it, trad- 


point 


ing range covered a total of 1! rtical 


columns, as indicated by 

measurement line at 445 o1 
Following our working hyj 
“target” (solid triangle) 

vertically by eighteen uni ir 

ing the line of measurement) and 
placed on the line representing the 
530 level in the DJI Average. The 
measurement and its t: n othe 

words, implied this: the 

of October 1957-May 1958 

sented a protracted majo 

tween sellers and bu 

the buyers had won o 

torted the balance of 

mand sufficiently to pe 

that could, in terms of 

carry as far as 530 

could be placed above 
(July 1957 
probability was in fa 


major high 


uptrend getting unde: 
it differently, a maj 
had been completed 

Now, as is optically 
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BOSTON EDISON 
COMPANY 


Preferred Dividend 

A quarterly dividend of $1.07 
per share has been 
payable on the second day of 
November 1959 to holders of 
record at the close of business on 
October 9, 1959 of the Com- 
pany'’s Cumulative § Preferred 
Stock, 4.25° Series 


declared 


Preferred Dividend 
A quarterly dividend of $1.20 


per share has been declared 
payable on the second day of 
November 1959 to holders of 
record at the close of business on 
October 9, 1959 of 
pany's Cumulative 


Stock, 4.78°) Series 


the Com 
Preferred 


‘Common Dividend No. 282 


A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de 
clared payable on the second 
day of November 1959 to stock 
holders of record at the close of 
business on September 25, 1959 

Checks will be mailed from 
Old Colony Trust 


Boston. 


Company, 


ALBERT C. McMENIMEN 


reasurer 


Boston, September 14, 1959 
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the entire movement from the July 
1957 top to the point where the old 
high (520) was again reached in Sep- 
tember of 1958 can be also interpreted 
as a still larger trend-reversal. As 
such it could be measured laterally 
at various levels, the highest of these 
being the 520 line. This extreme 
measurement across the 520 level (see 
arrow) would logically the 
maximum potential carrying power ol 
the trend-reversal structure of 1957- 
58, yielding a target at 675, reached 
in early August this year 
THe Recent Top REeEvERSAL. 

can the chart, the 
uptrend since April 1958 can be de- 
fined by two parallel uptrend lines 
plotted as tangents to successive in- 


indicate 


see from entire 


termediate highs and lows established 
in the of the rise. It is 
clear the chart that the DJI 
moved across (“penetrated”) the 
lower parallel early in September, 
after a last previous contact with the 
line at 645 in August. When the 
average dropped beneath that previ- 
ous low and reached 640 (see arrow), 
a relatively small trend reversal could 
be considered as having been com- 
pleted. Here, too, the essential trad- 
ing-range nature of a trend reversal is 
quite clear: note the solid ranks of 
entries on the 660 and 655 price levels. 

When the 
it became logical to take a measure- 
ment (No. 1) across the 655 line, i.e., 
from where the last intermediate up- 
trend entered the 
where the intermediate 
left it. This gives us a target (No. 1) 
at 630, late: 

By mid-September, clearly, the im- 
mediate (and probable maximum) 
power of the top 
exhausted. It would be 

take measure- 
ment on the 650 line and thus to get 
But 
measurement 


course also 


from 


reversal was complete, 


trading range to 


downtrend 


reached 


carrying reversal 
had been 

possible to another 
a target one notch lower, at 625 
there logical 
yielding a target at or below 615; and 
it would be necessary for the DJI to 
drop to at least 615 (better, to 610) 
if a larger top 
completed (see arrow) 


was no 


reversal were to be 

But if the average were to breach 
610-615, (No. 
2) would become logical on the 645 
line and a target could be placed at 
604. (Because this and the following 
measurements and targets are at this 
time hypothetical, they are indicated 
by dashed line and unshaded triangles 


another measurement 


respectively.) 

The importance of this hypothesis 
about the future (it is not a predic- 
tion!) is this: if it should 
technically probable that the DJI can 
recede to 605, it would then also be- 
that still 


top reversal can be completed 


become 


come probable anothe: 


large: 


As you 


at 605 (see arrow). This still hypo- 
thetical top-reversal could be logical- 
ly measured on the 630 level to yield 
hypothetical target No. 3 at 575. In 
addition, you would have to make al- 
lowance for some furthe: 
tion between any of these 
hypothetical top-reversal comple- 
tions, which could of course result in 
the respective targets 
somewhat more 

As I write, there is little technical 
evidence to indicate that hypothetical 
targets No. 2 and No 
materialize. But allowance has to 
be made for the possibility that more 
such evidence could develop, or that 
purely hysterical selling or some sur- 
prise development might knock the 
DJI down to the 615-610 level, in 
which case measurement No. 2 would 
become actual, and No. 3 would move 
a step closer to probability 


lateral ac- 


now and 


being lowered 


3 are going to 


The net result of the analysis, in 
any event, indicates that the 610-615 
level in the DJI very probably could 
prove to be of importance, 
and that a decline to or somewhat 
below it would raise the probability 
of a further drop to approximately 
575. Clearly the major 
interrupted, and 
solid trading-range action should be 


critical 


uptrend has 
been some quite 
necessary before it can be resumed 
As matters stood in mid-September, 
only a “technical rally” could reasona- 
bly be hoped for without too 
much power or life expectancy—afte1 
which a 615 might be 
tested. 

Wuat To Do. You will naturally 
ask: “Now, how do you translate all 
this technical stuff into an investment 
or trading The 
hinges largely on each investor's o1 


one 


low above 


policy?” answel 
trader’s general disposition and on his 
market position at the Obvi- 
ously, mid-September of 1959 was 
no time to be fully committed to the 
long side in common stocks, but the 


time 


extent of your cash reserve depends 
often on how nervous you are apt to 
become when the market goes down 
kinds of stock 
whether you can consistently stick to 
whether 
intermediate 


on what you own: 


a long-range view, o1 
the 
trend; plus a lot of other considera- 


you 
want to trade on 
tions 

But 
mid-Septembe1 
feel that 
most investors should be kept intact 
until the lows had been 
thoroughly tested turned out 
to hold, I'd be put 
cash on the 
If not, I'd 
that 


below 


the 
made me 


apart from these factors, 
situation 
buying-power reserves of 
(above 615) 
If they 
willing to some 
stock. 


the minor rally 


line for quality 
wait for 
any drop to or 


sell to in- 


should follow 
610-615 


crease my 


and then 


C ash reserve. 
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The formation of right habits is es- 
sential to permanent security 
They diminish your chance of falling 
when assailed, and they augment your 


your 


chance of recovery when overthrown. 
JOHN TYNDALL. 


Thinking is one thing in the world 
upon which no one has ever been able 
to put a tax or tariff 

CHARLES F.. KeETrTerinc. 


Many imagine that the higher you 
Don't be 
unless 


the climbing 
that theory you 
a soft place to fall back into 

J. L 


go, the easie 
governed by 
have 
30GGUS 
Part of the American myth is that 
people who are handed the skin of a 
dead sheep at graduation time think 
that it will keep their minds alive for- 
evel JOHN Mason Brown. 


He is wise who knows the sources 


who knows who has 


written and where it 


of knowledge 
found 
Hopce. 


is to be 

A. A 
Nothing is dangerous than 
discontinued labor; it is a habit lost, a 
habit easy to abandon, difficult to re- 
Victor Huco 


more 


sume 


until the 
JoHN H 


last 
PATTERSON 


A sale is not made 


dollar is paid 


There are only two sure means of 
forgetfulness known to 
and drink, and, of the 
the more economical 


work 
work is 
Rospert Lynp 


man 
two, 


People generally quarrel because 
they cannot argue 


G. K. CHESTERTON 


The lack of wealth is easily repaired, 
but the poverty of the soul is irrepara- 
ble MOonrTAIGNE 


If destruction be our lot we 
ourselves be 


must 
its author and finisher. 
As a nation of freemen we must live 
through all time, or die by suicide 
ABRAHAM LINCOLN. 


The work of the master reeks not of 
the sweat of the brow, suggests no ef- 
fort and is finished from the beginning. 

JAMES McNEILL WHISTLER. 


It is praiseworthy even to attempt 
a great action. 
—La ROcHEFOUCAULD. 


ON THE 
BUSINESS OF LIFE 


A determined soul will do more with 
a rusty monkey wrench than a loafer 
will accomplish with all the tools in a 
machine shop Rupert HUGHES 


One cool judgment is worth a thou- 
sand hasty counsels 


Wooprow WILSON. 


B. C., FORBES: 


Few big men today try to play 
Older-school leaders 


ndividualists 


lone hands 


very often were 


formed 


ments. followed their own course 


they their own judg- 


without counsel or cooperatton 


from other S Today Ss large-scale 
businesses have so many ramifi- 
cations, they are so many-sided 
in their activities, they involve 
so many diverse problems, that 
no one know 


man cat more 


about each and every questior 
to be decided than the combined 


Ex- 


change of ideas has taken the 


brain-power of his force 


Directors confer 
with the 


place of edicts 
freely management; 
presidents hold numerous con- 
with 


depa ‘tments 


ferences their executives; 


heads of keep in 


close touch with foremen: and 
foremen try to maintain constant 
contact with their men. High Fi- 
nance and Big Business 


call for team -pla yers 


today 


We are Americans born... an ex- 
cellent culture. We 
have exquisite qualities as a race, and 


preparation tor 


it seems to me that we are ahead of 
the European races in the fact that 
more than either of them we can deal 
freely with forms of civilization not 
our pick and 
assimilate and in short 

property 


own, can choose and 
claim our 
we find it 


HENRY JAMES 


whereve! 


To profit from good advice requires 
more wisdom than to give it 
CHURTON COLLINS 


Every man has a right to his opinion, 
but no man has a right to be wrong in 
his facts. —Bernarp M. Barucu 
There are two ways to interest a 
man or arouse his curiosity. One is to 
tell him something that he didn’t 
The other is to remind him of 
something he has forgotten 


A. E. N. Gray 


know 


Anyone who stops learning is old, 
whethe 
eighty 


this happens at twenty o1 
Anyone who keeps on learn- 
ing not only 


remains young, but be- 


comes constantly valuable re- 


gardless of physical capacity 


more 
Harvey ULLMAN 


When confronted with two courses 


of action I jot down on a 


piece ol 
paper all the arguments in favor of 
each one then on the opposite side | 
write the arguments against each one 
Then by 
and con and canceling them out, one 
othe: I take the 


what remains 


weighing the argur 


nents pro 
against the course 
indicated by 
3ENJAMIN FRANKLIN 

Nothing is more profitable for all 
levels of our life than nutritious ideas 
Whoeve1 
them, putting them easily and persua- 
within 


serving the 


gathers them and circulates 


sively reach of multitudes, is 
markets as well as the 
minds of men Henry Forp 
The which affects to 
teach usa contempt of money does not 
Henry TAYLOR 


philosophy 


run very deep 


There is a New 
morning when we wake up. It is upon 
The 


many 


America every 


us. whether we will it or not 


New 


small 


America is the sum of 


changes—a new _ subdivision 
here, a new school there, a new in- 
dustry where there had been swamp- 
changes that add up to a broad 
Our task 


though 


land 
transformation of our lives 
is to guide these changes Fo! 
change is change for the 
better is a full-time job 

ApbLAI STEVENSON 


inevitable, 


More than 3.000 selected “Thoughts” 
available in a 544-page book. Regu- 


0 
lar edition, $5 





A Text. 


Sent in by Harry Agnew i- 
dence, R. t. What's vour favorite 
text? A Forbes book is presented 
to senders of texts used 


ee 
Prov 


This book of the law shall not depart out 
of thy 
therein day and night, that thou mayest 
observe 


mouth: but thou shalt meditate 


to do according to all that is 


written therein; for then thou shalt make 


thy way prosperous, and then thou shalt 


have good success. 


JosHuA 1:8 
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RCA Electronics creates the ‘‘501"’ to streamline the paper work 


of business—it reads, writes, figures and remembers on tape 
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NO. 30 IN A SERIES 


OUT OF THE LABORATORY 


Curing Jet Fuel of Frostbite... this fuel heater has solved the critical problem of ice 
formation in jet aircraft fuel systems. Because water particles cannot be entirely eliminated 
from jet fuel, extremely cold weather freezes these particles and stops the flow 
of fuel to the jet engine. Hot jet engine bleed air is used to warm the fuel circulated 
through the fuel heater, maintaining a temperature above that of freezing... another 
vital contribution by Garrett to the safety of jet flight. 


e Outstanding opportunities for qualified engineers 


CORPORATION 


AiResearch Manufacturing Divisions 


LOS ANGELES 45, CALIFORNIA @ PHOENIX. ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES AIRESEARCH INDUSTRIAL e@ AIRESEARCH AVIATION SERVICE @ AERO ENGINEERING 


AIRSUPPLY ee GARRETT SUPPLY @ GARRETT MANUFACTURING. LTD. eC. W. MARWEDEL e@ AIR CRUISERS 
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NO. 30 IN A SERIES 


OUT OF THE LABORATORY 


Curing Jet Fuel of Frostbite...this fucl heater has solved the critical problem of ice 
formation in jet aircraft fuel systems. Because water particles cannot be entirely eliminated 
from jet fuel, extremely cold weather freezes these particles and stops the flow 
of fuel to the jet engine. Hot jet engine bleed air is used to warm the fuel circulated 
through the fuel heater, maintaining a temperature above that of freezing... another 


vital contribution by Garrett to the safety of jet flight. 


* Outstanding opportunities for qualified engineers 


CORPORATION 


AiResearch Manufacturing Divisions 


LOS ANGELES 45. CALIFORNIA @ PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES AIRESEARCH INDUSTRIAL @ AIRESEARCH AVIATION SERVICE @ AERO ENGINEERING 


AIRSUPPLY @ GARRETT SUPPLY @ GARRETT MANUFACTURING. LTO. ec Ww MARWEDEL @ A/R CRUISERS 
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